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Equipping the Alliance 


HE outline of what it means, in the twentieth cen- 


balance of the old is daily becoming clearer. The figures 
that Mr Roosevelt gave Congress on Tuesday are breath- 
taking. In the present year, 60,000 aircraft, and next 
year 125,000, will be made; the monthly rate is thus to 
be 5,000 in 1942, and 10,000 in 1943. Of all the estimates 
of German production that have been bandied about in 
recent years, the highest credible figure was 4,000 a 
month, and this was probably an exaggeration by at least 
1,000. Within a very few months, the Allies will be 
outproducing the enemy"by at least three and perhaps 
four to one. 

The American production of tanks is to be 45,000 this 
year and 75,000 next year. Stalin has estimated that the 
Germans had 30,000 tanks to attack Russia last summer, 
and if it can be assumed that this was the accumulation 
of two and a half years, that gives a German output figure 
of 1,000 a month. The American production alone, with- 
Out counting the British, will be from four to six times 
the German. The production of anti-aircraft guns is to 
be 20,000 this year and 35,000 next year. Here there is 
even less to serve as a basis of comparison. But it may 


Well be that these are the most astonishing figures in 
the list. 


The fourth pair of figures that Mr Roosevelt gave 
was of merchant ships ; 8,000,000 dead weight tons are 
to be built this year, and 10,000,000 tons next year. This 
is the equivalent of about 5,000,000 gross tons in 1942, 
and 6,000,000 in 1943. Since shipping losses at their 
worst were around 600,000 gross tons a month, and for 
many months now have apparently been 200,000 tons’ a 
month or less, it is obvious that there is going to be a 
growing supply of shipping available, not merely to keep 
the munitions industries of all the Allied nations going, 
but also to move their armies across the face of the earth. 

Of any formal political organisation to link the allied 
nations together there is as yet no indication. Indeed, so 
long as Mr Roosevelt has to remain in Washington, Mr 
Stalin in Moscow and Mr Churchill in London, it is diffi- 
cult to see how any assemblage meeting face to face can 
take the big decisions. It is on planes rather lower than the 
highest that formal organs can be most useful. Military 
collaboration, for example, already exemplified in Sir 
Archibald Wavell’s appointment as Supreme Commander 
in the South West Pacific, is to be carried further both 
in London and in Washington, where Field-Marshal Sir 
John Dill is to remain. 

There have also been reports of an Allied Supply 
Executive to be set up in Washington, frequently coupled 
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with statements that this means “the end of Lend-T ease.” 
The actual task of management and control of munitions 
production is necessarily a matter which each nat.on must 
arrange for itself. What can be made in each country 
depends on the delicate balancing and adjustment of the 
supply of machinery, which can be moved from country 
to country only in limited degree, and of labour, which 
cannot be moved internationally at all. Indeed, it has been 
argued with great force that even the nation is too large 
a unit for production management and that more discre- 
tion and elasticity should be allowed to regional manage- 
ments. It is not practical for production in Lancaskire to 
be run from Washington, or for the output of Ohio to be 
managed from London ; production can be standardised 
or specialised between nations only within comparatively 
narrow limits. What can be done, of course, is co-ordina- 
tion of programmes—that is, agreement on what shall 
be made in each country. But a great deal had already 
been done on these lines in the months before America 
entered the war. The process will doubtless now go 
further ; but it is not new in principle. The machinery 
of consultation—operated through the British Supply 
Council in Washington and Mr Harriman’s organisation 
in London—may need reinforcement, but not replace- 
ment. 

As for the abandonment of Lend-Lease and its replace- 
ment by “an international pool of supplies,” the 
President has already denied that this is to happen. 
Indeed, the suggestion that Lend-Lease and a pooling of 
supplies are two very different things betrays a certain 
ignorance of what has been happening in the past ten 
months. The suggestion may, of course, be a circum- 
locutory way of saying that all question of eventual 
repayment will now be dropped. But that is a matter on 
which only Congress can speak, and Congress has not 
yet shown any sign of wishing to change the present 
arrangements. In any case, Lend-Lease has been operated 


The Use 


OST-WAR government and post-war reconstruction 

are the same thing. The idea of a grand Ministry of 
Reconstruction after the war directing policy for trade, 
employment, agriculture and finance is unreal. These will 
be, in the main, the tasks of existing departments—the 
Board of Trade, the Ministries of Labour and Agriculture, 
the Treasury, the Ministries of Health and Works and 
Buildings, the Board of Education and the Ministry of 
Transport. It is an agreed programme for these depart- 
ments to carry out, and an effective means of consultation 
between their heads, that is wanted, not a new depart- 
ment ; a Cabinet of Reconstruction, not a Ministry. This 
is not to claim that the existing framework of administra- 
tion is completely satisfactory. Properly, one of the 
main preoccupations of reconstructors after the last war 
was with the machinery of government itself. New depart- 
ments, such as the Ministries of Health, Transport, 
Pensions and Labour, were set up then ; and there are 
still gaps now. The treatment of wartime hardship has 
only underlined the need for a Ministry of Social Security 
to bring together the administration of all the social 
services. The distribution of wartime rations has at least 
suggested the need for a peacetime Ministry of Food. It 
is a chief indictment of the indiscriminate lumping 
together of all kinds of reconstruction in a single 
grandiose province that it hides the need for a separate 
Ministry to plan the use of land effectively. 

Actually, the need for a central planning authority 
has now been recognised, expertly, by the Barlow Com- 
mission just before the war and the Uthwatt Committee 
last year and officially by Lord Reith in the House of 
Lords a year ago. But some confusion remains about the 
functions of such an authority. Lord Reith, who in 
addition to being Minister of Works and Buildings, 
appears to be Minister-elect of Planning, has spoken of 
it “ proceeding on a positive policy for such matters as 
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from the start, by both parties, as an ingenious device 
to permit the pooling of supplies. For many things, there 
has been no “Lend-Lease production” in the United 
States separate from the general American productiog 
of the same things; the goods to be supplied under 
Lend-Lease were to come out of the general output of 
the country. The process of pooling will now doubtless 
go further, and there may be further progress with the 
difficult technical matter of deciding on common types of 
equipment. But here again there is no new principle to 
enunciate. Lend-Lease already meant a ful! industrial 
alliance between the two countries. 

But if production cannot be reduced to a single world- 
wide programme, there are other aspects of the economic 
front that can with advantage be placed under a strong 
central direction. The provision of raw materials, for 
exainple, is already just as international as munitions 
production is necessarily national. It has been reported 
that there is to be an Allied raw materials executive, and 
though the report is not yet confirmed, this would 
obviously be a sensible development. Another necessity 
that will shortly appear will be for a joint organisatioa 
to ensure the supply of civil necessities to countries other 
than the great manufacturing centres of the world. Only 
a few weeks ago, export policy was still being discussed 
in the framework of competition between suppliers to 
secure markets. Even at the time, that was an imaginary 
picture, and when the American production programme 
begins to expand, it will soon be painfully apparent that 
the real problem is not to share the markets but to share 
the burden of supp!y. There will be a field for detailed 
collaboration here. 

All these developments are on the right lines. Almost 
every day necessity is proving to be the mother of inven- 
tion in the creation of new machinery for performing the 
duties to which, at last, the whole of free mankind has 
been summoned. 


of Land 


agriculture, industrial development and transport,” which 
would seem to fly too high to be feasible. A Ministry of 
Planning which was no less than a compendious Munistry 
of Reconstruction under another name would prove im- 
practicable and a failure. ‘ 

So far, whatever its intended duties, the Ministry of 
Planning is only putative. Three Ministers, Lord Reith, 
Sir John Anderson and Mr Greenwood, are concerned 
with reconstruction. All three are sympathetic and well- 
meaning ; Sir John Anderson has a firm grasp of the 
administrative issues involved; and Lord Reith, as 
Minister of Works and Buildings, is in touch with the 
physical, bricks-and-mortar, issues. Their joint task, with 
their advisers, is threefold: to sort out the problems 
and take expert counsel ; to provide for consultation with 
the departments on the solutions ; and to secure a prac- 
tical Ministry of Planning, set up at once. 

The land is the theatre of all activity. It is fixed 
in extent, and agriculture, industry, transport, housing 
and recreation compete for its use. Projects to plan its 
distribution among these claimants are neither new nor 
revolutionary ; bye-laws to restrain the insanitary or antl 
social use of land are age-old ; and for several generations 
the rights of landowners have been restricted by regu- 
lation, with compensation, or removable by the public 
acquisition of their property, at a fair price. The view 
of Sir Daniel Hall, expressed in his recent book on 
“Reconstruction and the Land” that “ agriculture can 
only be placed on a sound and progressive footing if the 
State obtains the control of the land that ownership 
confers,” is a common view among impart'al experts. 
The function of a Ministry of Planning would be, by 4 
continuance of established methods, to prevent recon- 
struction from being impeded by private ownership. 

The starting-point of such a Ministry’s work would be 
the powers already established by the Town and Country 
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Planning Acts, which enable local authorities to “ zone ” 
the land in their area—that is, to determine the use, 
agricultural, residential, commercial, industrial or recrea- 
tional, to which it shall be put when developed—and to 
lay down standards of “density” or space for building. 
It is only by the application of these powers, nationally 
and regionally as well as locally, according to a national 
plan, that post-war policies for agricultural development, 
industrial location, road-building, housing, health, hygiene 
and social amenity could be put promptly into practice. 
Town and country planning has largely failed up to 
now for three reasons: there has been no national 
plan for land-use ; there has been no national planning 
authority ; and the financial adjustments made necessary 
by changes in land values due to planning have proved 
insoluble on the basis of local compensation or local 
purchase. The minimum programme for the future should 
be the correction of these existing defects. The national 
planning authority has been conceded in principle, and 
when constituted, it will presumably produce a plan for 
the whole country. Nothing has yet been said about 
the difficult matter of adequate finance ; but it is clearly 
an essential part of any scheme that is to be effective 
and, in default of a far-reaching reform of local govern- 
ment finance as a whole, it must come from the 
Exchequer. With this proviso, it is possible to see the 
first outlines of a more satisfactory system of town and 
country planning emerging. 

But a reform of this scale, a tidying-up and stream 
lining of the state of affairs that already exists (on paper), 
would leave untouched the basic defect of all planning as 
hitherto officially conceived: it is wholly negative. The 
use of negative and prohibitory powers often gets no 
further than choosing between alternative and almost 
equally bad uses of the land. Even where town planning 
has been most energetically applied, it is rarely possible to 
say that it has secured a good use of the land, but merely 
that it has prevented the land from being so shamelessly 
misused as elsewhere. ; 
_ Once the attempt is made to develop negative planning 
into positive direction, the question of the ownership of 
land immediately comes up. It is, in any case, a question 
that arises in so many urgent connections—the rebuilding 
of the towns, housing, the reconstruction of transport, 
the improvement of farming methods—that it is bound 
to be on the agenda of practical politics from now until 
it is settled. It would be a very great pity if sides were 
taken on arguments of abstract principle. It will awaken 
very little response to advocate nationalisation because 
“the land is the people’s” or “ property is theft” or 
because there is some store of wealth in the ownership of 
land which is not tapped by the existing methods of direct 
taxation. On the other hand, it would be equally foolish 
to oppose the nationalisation of the land merely because 
it is Socialism. The Uthwatt Committee was not a 
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Socialist body, nor was the Government which nation- 
alised coal royalties or commuted tithe. 

The arguments for and against the nationalisation of 
the land are purely those of common-sense. Would it 
simplify or obstruct the task of making the best possible 
use of the land? It is impossible not to be impressed by the 
detailed and authoritative arguments for nationalisation. 
Without it, the use of land is determined by buying and 
selling, by the price-mechanism of the market in land. 
The most expert dictation of all land-uses by the most 
wise and omnipotent planning authority cannot super- 
sede this mechanism. But the land market does not and 
cannot take national and social desiderata into account. 
It is possible to have good living standards while making 
the most remunerative use of the land ; but it is equally 
possible to have chaos and ugliness. Moreover, there is 
the question of equity ; when roads are built, public ser- 
vices extended, industries encouraged, housing subsidised, 
agriculture supported or planning schemes carried out, 
individual landowners, haphazardly, are the gainers ; and 
calculations as between one piece of land and another for 
taxing betterment are as difficult as for assessing com- 
pensation—as Mr Lloyd George and Snowden discovered. 
There is soundness in the view that “ unearned 
increment” should belong to the community; but the 
taxgatherer has great difficulty in collecting it. 

These arguments, however, if they are closely ex- 
amined, will be seen to apply—or at least to apply most 
strongly—not to all the land of the country but only to 
that which is affected by the planning activities or the 
economic policy of the state. Over a period of time, the 
two things are the same. But to nationalise all the land 
of the country might result in the community under- 
taking the immense burden of managing a great deal of 
land for which it had no plans, in order to reap the 
advantages of common ownership on the small fraction 
that was affected by immediate plans. If all the land were 
nationalised immediately after the war, at least 90 per 
cent of it would, as a matter of practical necessity, have 
to be handed back, not for ownership but for manage- 
ment, to the present owners or occupiers. 

This may well point the way to a solution. The 
principle of nationalisation should be accepted. A 
declaratory Act could be passed, asserting the intention 
of the State eventually to purchase all the land of the 
country and laying down principles of valuation which 
would, in effect, freeze the value of land (apart, of course, 
from improvements). The purchase of specific parcels 
of land could then be undertaken as replanning progresses 
and as the machinery for managing it is built up. Whether 
this is the right solution or not, it is essential that the 
two extreme solutions should be avoided. Planning must 
not be held to ransom. Nor must the energies that should 
be given to it be diverted to a gigantic task of estate 
management. 
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The ‘Wealth of the Indies 


HE strategic and economic importance of the Dutch 

and British possessions in Malaya and the Malayan 
Archipelago is no novelty. But it is doubtful whether the 
full stature of this part of the world is realised even yet. 
Strategically, the long peninsula and the line of islands 
serve a double purpose. They form a land bridge to Aus- 
tralasia and a barrier between the Pacific and the Indian 
Oceans. If the land bridge is broken, air communication 
with the Antipodes is broken off ; and if the enemy secures 
control of the bridge, he enjoys the easy approach it 
provides. At present, the Indian Ocean is the only one 
where Allied naval supremacy is entirely unchallenged, 
and through it run many of the ‘most vital supply lines 
of the war. If the gate at Singapore is burst open, the 
naval problem is infinitely complicated. 

From the economic point of view, too, the importance 
of the Malayan Archipelago is insufficiently realised even 
now. For example, how many Englishmen or Americans 
realise that the population of the Dutch islands alone is 
several millions more than the total population of the 
whole British Colonial Empire, within a few millions 
of that of the Japanese islands, and more than half that 
of the United States? If Malaya and the Philippines are 
included, the population exceeds 100 millions. And. 
though these vast numbers are barely industrialised, their 
homelands are endowed with a rich profusion of natural 
wealth. Not every part of the Archipelago, however, is 
equally rich. The following paragraphs give a brief survey 
both of the proportions of Malaysia’s production and of 
its geographical location. 


Oil.—Oil is the principal mineral produci at present pro- 
duced in the Malay Archipelago. Although the output re- 
presents only 3 per cent of world production, the capacity of 
the wells is large enough to meet the needs of the Far East. 
In 1938 the production of crude oil totalled some 8,300,000 
tons. Much the most important sources of supply are to be 
found in the Dutch islands. In 1938, the two main oil 
centres in Sumatra, the Palembang-Jambi district in the 
south of the island and the Medan district in the north, 
together produced some 4,600,000 tons ; the fields of western 
Java, east of Batavia, and of eastern Java, between Surabaya 
and Rembang, furnished nearly 1,000,000 tons; a similar 
quantity was produced in the Balik Papan region of Dutch 
Borneo, another 750,000 tons in the island of Tarakan, off 
the east coast of Borneo, and 82,000 tons in Ceram in the 
Moluccas. The exploitation of the oilfields is shared between 
subsidiaries of Royal Dutch-Shell, Standard Oil of New 
jersey, and a combine of the Netherlands Indian Govern- 
ment and the subsidiary Royal Dutch-Shell ; in 1939 their 
proportions of the total output were 565 per cent, 27 per 
cent, and 16! per cent respectively. The remainder of the 
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Archipelago’s output comes from British Borneo ; in 1938 
700,000 tons were produced in Brunei and 200,000 tons in 
Sarawak. 

Large refineries have been erected to turn the crude oi! 
into refined products in the proportions in which they are 
required. The largest refineries are in the Palembang district 
of Sumatra, and their range of products includes aviation 
spirit. Java, too, has facilities to refine its crude oil output, 
and there is a fairly large plant in the Balik Papan districr 
of Dutch Borneo, and a smaller one in Sarawak in British 
Borneo. 

Tin.—Next in importance among mineral products comes 
tin, which is found in Malaya and in the Dutch islands of 
Banka, Billiton and Sinkep, off the east coast of Sumatra, 
the continuation of the ore belt which runs through 
Thailand and French Indo-China into southern China 
Malaya’s output of tin in 1940 amounted to 85,384 tons, 
compared with 44,563 tons produced in the three Dutch 
islands, to which Banka contributed the greater part, with 
Billiton second and Sinkep third in importance. Together, 
Malaya and Netherlands India produced some 55 per cent 
of the world’s total output in that year. Malaya’s tin ore 
is smelted on the island of Penang and in Singapore ; Banka 
has its own smelter, but the ore from Billiton and Sinkep, 
formerly treated at Arnhem in Holland, has recently been 
smelted in Malaya. 

Bauxite.—The exploitation of bauxite is a comparatively 
recent development in the Malay Archipelago, but there are 
large deposits, both in Johore in Malaya and in the Dutch 
island of Bintan opposite Singapore. Johore’s exports, 
mainly to Japan, rose from 36 tons in 1936 to 55,751 tons in 
1938, and production in Netherlands India, which exceeded 
200,000 tons in that year, also assisted the latest aggresso: 
in building up his aluminium industry. 

Other Minerals.—In addition to oil, tin, and bauxite 
the Malay Archipelago produces many other minerals. There 
is little coal produced in Malaya, and even Netherlands 
India raised only 1,781,000 metric tons in 1939, of which 
1,222,000 tons came from two Government mines in 
Sumatra. On the other hand, Malaya’s output of iron ore, 
formerly exported to Japan, has grown steadily in recent 
years. Total exports in 1938 were 1,616,000 tons, Trengganu 
contributing 950,000 tons, Johore 550,000 tons and Kelantan 

160,000 tons. There are also large but virtually unexploited 
iron ore deposits in Dutch Borneo and Celebes. Trengganu 
and Kelantan in Malaya produce small quantities of man- 
ganese ore deposits ; exports of 31,970 tons in 1938 were 
sent to Japan. Java also works manganese ore deposits. 
but output scarcely exceeded 10,000 tons a year before the 
war. Malaya possesses important wolfram deposits in Kedah 
and Trengganu, but its output of scheelite, which is found 
in Perak and Selangor must have declined since 1939 as 4 
result of the exhaustion of the rich Kramat Pulai deposit 
The output of wolframite in the Netherlands Indies, though 
still small, has made rapid headway in recent years ; produc- 
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tion in 1939 was 3,500 metric tons, against 400 tons in 
1938. Similarly, development of the low-grade nickel ore 
deposits in Celebes began only a few years ago; in 1939 
output was 23,500 tons of ore. There are other mineral 
products in the Maiay Archipelago, but production is gen- 
erally small. ; ; 

Rubber.—Of the crops produced in the Malay Archi- 
pelago, rubber is the most important. Last year exports 
amounted to 1,130,000 tons, equivalent to 81 per cent of the 
world’s total shipments. A further 8 per cent came from 
Thailand and French Indo-China, so that nine-tenths of the 
world’s supply came from the Far East. The remainder was 
produced in Ceylon, Burma, Africa, and Latin America, 
mainly Brazil. Production in Malaya and in Netherlands 
India is approximately equal in magnitude. Malaya (includ- 
ing Brunei and Labuan) exported 540,000 tons in 1940, 
North Borneo 18,000 tons, Sarawak 35,000 tons, and Nether- 
lands India 537,000 tons. In Malaya, rubber is grown 
throughout the Peninsula, but Johore, Perak, Selangor, 
Negri Sembilan and Kedah are the chief producing areas. 
In Netherlands India it is produced mainly in Java and 
Sumatra. 

Sugar and Tea.—Netherlands India is among the 
world’s leading sugar and tea growers; Java is the main 
centre of both crops. Its output of sugar in 1938 was 
1,375,000 metric tons ; exports were 1,071,000 tons, or about 
§ per cent of the world’s total exports. Tea exports in 1939 
totalied 162 million lb., equivalent to some 18} per cent 
of world exports. 

Other Crops.—There are a multitude of other crops 


Towards a Sounder Foreign Policy—ll. 





Diplomats 


OOKING back on the inter-war years with eyes dis- 

illusioned and enlightened by the following catas- 
trophe, many people see today that the conduct of foreign 
affairs during that period was frustrated by a fatal 
dualism. On the side of the Government was the Foreign 
Office, representing the old diplomacy abroad and 
jealously guarding its secrecy at home. On the side of 
the people, a vast busy multitude of enthusiasts of all 
sorts wrote and talked and lectured and joined groups ; 
for them foreign policy had ceased to mean the conduct 
of relations between sovereign states and had become 
something quite different called international relations. 

The interaction of these two systems was fatal to both. 
the Government, compelled to modify its traditional 
discretion with regard to foreign policy and yet unwilling, 
for fear of unpopularity, to lay bare the naked truths of 
power diplomacy, was driven into plain deceit. The 
people, abandoning the national for the sublimely inter- 
national plane, abandoned with it all sense of national 
responsibility in terms of defence expenditure and mili- 
lary preparedness and relied instead upon a self- 
operating collective system which did not in fact exist. 
The result was ineffectual leadership on the one hand, 
a ferment of irresponsible idealism on the other. Seen 
under the awful clarity of the disasters this dualism 
brought about, the first necessity for a sounder foreign 
policy is to establish contact between a sound national 
leadership and an enlightened public opinion, and then to 
devise appropriate methods, or even institutions, for 
ensuring that the contact be maintained. 

‘There is, however, agreement on one thing at least. 
Diplomacy is the art of avoiding conflict, and the people 
are passionately interested in foreign affairs because they 
are afraid of war. Even in the hour of greatest delusion, 
all sides agreed on wanting peace. Now, in the light of 
the painful examinings of conscience which the war has 
entailed, it is possible to see rather further than this 
underlying objective of peace. It is possible to draw one 
Or two inescapable conclusions about the price that must 
be paid for peace. There are no automatically function- 
ing systems of international law and order. If there is to 

law IN international society, then there must be over- 
Whelming force behind it; and the other nations are 
Not necessarily going to supply the force, or if they do, 
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produced for export on the rich soils of Netherlands India. 
They include copra and paim oil, spices, tobacco, fibres, 
coffee, tapioca, cinchona bark and quinine. Netherlands 
India provides some 90 per cent of the world’s supply of 
quinine and pepper, three-quarters of its capok—a fibre 
which does not absorb moisture and is used, among other 
purposes, in life-saving apparatus—one-third of its copra 
and nearly one-fifth of its palm oil. 

Apart from its strategic importance, the possession of 
the Malay Archipelago, or even of certain parts of it, 
would give Japan some of the vital materials it lacks, 
especially oil. and ores, though the destruction of equip- 
ment and of stocks would prevent the aggressor from 
deriving immediate advantages. To the Allies, the loss of 
some of Malaya’s products would involve serious incon- 
veniences, though not immediately, thanks to the accumu- 
lation of substantial stocks. While the disappearance. of 
pepper from the table would hardly cause hardship, 
rubber, tin and quinine, which are derived in large quan- 
tities from the Archipelago, are essential in war, The 
Government of the United States has been wise in its 
decision to expand the capacity for the production of 
synthetic rubber, but it would take a great deal both of 
time and of effort to make synthetic rubber an adequate 
alternative to the natural product. Rubber yields when 
attacked, but it is very tenacious and full of rebound. 
The military defence of the rubber countries might take 
it as a model. 


and People 


use it to uphold the law. If the British people want law, 
they must pay the price—in taxation, in military training. 
even in service overseas—that the maintenance of order 
has always entailed. There must be no more pacifism. 

Again, whatever the happy, sea-girt conditions of 
earlier times, the day when the Channel was sufficient 
barrier “against infection and the hand of war ” is done. 
If the United States cannot extricate itself from the chain 
of circumstance whose first link was forged in Poland. 
how much less can Britain hope to hold itself safely 
aloof from the Continent. And since events across the 
Channel can determine the ultimate issues of peace and 
war, it would be obvious lunacy to throw away all chance 
of moulding them towards peaceful ends. There must be 
no more isolationism. 

These, and perhaps one or two other great principles, 
should be woven into the fabric of popular thinking as 
inextricably as was the command of the seas or naval 
supremacy in an earlier generation. If any legislative act 
could reinforce them, then at the end of the war might 
come the time to register the basic agreement of the 
nation in a formal Act or Declaration which, even if it 
could not bind future generations, might make an imagina- 
tive impact on them comparable only to that of the 
Monroe Doctrine in American political thought, or of 
Magna Carta and the Bill of Rights in the English. 

Since one of the chief conditions of useful discussion 
is some agreement on first principles, a National Declara- 
tion of this sort, embedded in the consciousness of rulers 
and people alike, could be a first step towards solving 
the problem of a necessary interaction in democratic 
foreign policy between the leaders and the led. It would 
to some extent commit the parties and the politicians. 
and it would provide a firm basis of agreement from 
which the self-education of the public could take its 
start. But it would be only a first step. In the relations 
between diplomacy and public opinion, the quality of 
both sides is in need of radical improvement. The inter- 
war period is one long illustration of the inadequacy of 
diplomats whose Europe had changed but little since 
the Congress of Vienna, and-who were out of touch both 
with the struggling, emergent instruments of interna- 
tional government and with the explosive forces at work 
among the masses which were soon to sweep all the 
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tentative experiments away. The British diplomat 
encountered by Mr Harold Butler in the Balkans who 
“got other people to talk the language for him” was as 
remote from the politics of Geneva as from those of the 
Communist cell or the Nazi Braunhaus. It does not follow 
that Britain must be represented abroad either by pro- 
fessors or by thugs, but the training of a diplomat 
should enable him to recognise and deal with both types. 
For this, a veritable revolution is needed in the recruit- 
ment, promotion and retirement of the diplomatic service. 

The mass of the people can plead that they were 
deplorably led by their statesmen ; but they were even 
more deplorably misled by a t many other men, and 
here the blame is squarely theirs, for it was the. nature of 
their appetite that encouraged so many quack practi- 
tioners. They wanted simple generalisations, so 
thousands of little orange books ap with the whole 
confusion of Europe neatly docketed in black and white 
—or rather black and red. They wanted the “ inside 
stories,” so hundreds of hack journalists, who knew no 
more of European history than a child of seven, gave 
them inside stories of everything, from Fritz von Thyssen 
to the Pope of Rome. They wanted “ social significance,” 
so columnists and social gossip writers left the round of 
parties and celebrities to pontificate about the future of 
Europe and the state of world history. Above all, they 
wanted everything to be easy—easy headlines to read. 
easy stories to digest, easy supermen to gape at, easy 
villains to chill the blood. And while Europe tottered on 
to war and every dictator turned the most complicated 
ideological somersaults, that is exactly what they got. 

It is far simpler to diagnose the malady than to suggest 
remedies, for, in the problem of raising the standard of 
critical intelligence among the people, lies the chief 
challenge to democratic government in a modern mass 
state. Of the various possibilities, the simplest would be 
the continuation in peacetime of the Ministry of Informa- 
tion, charged with all information services by writing or 
by word of mouth. Provided there were no compulsion to 
believe in or prohibition to write against the Ministry’s 
information, then, strictly speaking, such a solution could 
be compatible with a free society. Actually it is a solution 
which would rightly prove repugnant and suspect to a 
great majority of free people—if their allergic attitude 
towards the work of the present Ministry of Information 
is any guide. However high minded the intentions of 
those who first set up such an official government pro- 
paganda service, it would either be completely ineffective, 
or else it would constitute so vast a social control that its 
abuse would be far more dangerous than its absence. 

At the other extreme is the solution of unlimited 
private enterprise in the supply of news and views about 
foreign policy; but this is the anarchic regime of the 
interwar years the remedy of whose abuses is a condition 
of sound foreign policy. Nor is it really possible to imagine 


NOTES OF 


One of the first decisions taken by Mr. Churchill and 
Mr Roosevelt in Washington—the appointment of General 
Wavell as supreme Commander of the South Western 
Pacific battle zone—is a welcome symbol of the unity of 
mind which prevails between the Allies and the ability 
to give that unity practical expression. There are few 
fronts where national divisions are so diverse as in this 
great new theatre of war. The frontiers of General Wavell’s 
command do not extend to Free China or to any zones 
in Thailand or French Indo-China the Chinese may occupy 
in the event of an offensive against the Japanese armie 
of occupation ; all Allied troops in these areas will be under 
the command of General Chiang Kai-shek. Chinese forces 
defending Burma and Malaya will, on the other hand, fight 
under General ‘Wavell’s command. Doubtless this arrange- 
ment was decided on during the Commander-in-Chief’s 
visit to Chungking. The American forces in the Philippines, 
under the local command of General MacArthur, fall within 
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that a solution could be found on the lines of a profes. 
sional organisation of foreign policy experts. An Associa. 
tion of Foreign Commentators, on the lines of the British 
Medical Association, might lay down conditions of enroj. 
ment—educational requirements, study of history, 
residence abroad, apprenticeship and training—and ligt 
and publicly disown unlicensed practitioners. The dis. 
advantages of this system are obvious enough—pro. 
fessional competition, the squeezing out of talent, the 
creation of a crusted vested interest. If its impartialj 
were guaranteed by public control, other evils would 
follow—the penalisation of the able but unorthodox, the 
premium set on timidity and conformity. 

Another expedient is the provision of information by 
institutions which, although licensed by the State, are 
not state run. The BBC is an example of an institution 
of this intermediate type. On a smaller scale, the Royal 
Institute of International Affairs is another. The post-war 
fate of the Ministry of Information might be to continue 
in the form of an institute under independent governor- 
ship and removed from state administration. The diff- 
culty of such a solution is that hitherto such institutions, 
in order to avoid the charge of making propaganda, have 
put all points of view—which is no solution of the 
problem of leadership. Another difficulty is to preserve 
within so heavily organised a framework any inspiration 
or originality of approach or any power of new insight 
into the flux of foreign affairs. 

The problem is, then, one of the greatest difficulty. 
But it must be solved if there is to be any prospect of a 
well-secured peace. There is, of course, no ideal solution. 
So much depends upon the quality of the people who 
seek information ; but it is possible to envisage a mixed 
system in which a variety of institutions and different 
individual practitioners all play a part. It would perhaps 
be legitimate for the state itself to do direct propaganda 
for the principles enshrined in its Declaration since the 
pre-condition of any such a Declaration coming into 
being is widespread popular agreement. Public but inde- 
pendent institutions and formally recognised experts 
could guide the puiic through the problems raised by 
applying the basic principles to any given situation; 
while the unlicensed practitioner, speaking as a citizen 
with a right to free speech, but not as an expert with 
a right to respectiui hearing, could raise the doubts or 
queries and new ideas without which the system would 
grow stagnant and the people bored. 

Democracy is by definition the kind of government 
that does not seek the easy way out, and the creaiion of a 
sound and sufficiently united public opinion ‘s its main 
prob'em. Yet, in comparison with the amour of intelli- 
gence, and the amount of money that has been spent 
in bedevilling men’s minds, is it fantastic :o hope that 
equal wit and equal outlay can contribute something to 
their enlightenment? 


THE WEEK 


the general area controlled by General Wavel). So, too, do 
the Dutch forces in Metherlands India and the Empire 
forces defending Singapore. The new command covers the 
uorthern coasts of Australia, and the Austrilians’ special 
position is to be recognised by a permanent liaison between 
General Wavell’s headquarters and the Australian Home 
Command. An encouraging feature of the new arrangements 
is that not only are the different national groups properly 
co-ordinated, but the three services—land, ajc, and sea— 
are brought under unified control. With General Pownall 
as Chief of Staff, Major-General Brett, Chief of the United 
States Army Air Corps, as Deputy Supreme Commander 
and Admiral Hart of the United States Navy in command, 
under General Wavell, of all naval forces in the zone, 
General Wavell has able assistants from all three services. 
Given the difficulty and diversity of the area, it would be 
difficult to conceive, in so far as structure is concerned, of 
a better working arrangement. General Wavell’s heavy task 
lies in the legacy he inherits, or, to use his more picturesque 
phrase, the baby he has been given to hold. 





Jai 


The | 

T 
depres 
a disci 
found 
ted. T 
Malay 
landin 
drome 
landin 
the le! 
of im 
that 1 
in the 
is less 
ing th 
are pr! 
the at 
been | 
Maloy 
skirts 
taken 
in thei 
pushes 
the Fi 
crease: 
extrem 
been | 
to rep 
tive re 
weeks 
can— 
straigh 
develo 
territo 


Chine 


of cor 
attack: 


base a 
the C) 


permit 
subur! 
on eit! 
are ©: 
succes 
bringi 
Yang- 
that tl 
the C: 
It is ¢ 
suprer 


equip: 
the a 
that C 
would 
the ar 
This 
the n 
Allied 


scarce 
defen: 


De-C 


They 
succe 
fallen 
ago, | 
ratior 
outfic 
appli 
has ¢ 
cloth: 





January 10, 1942 


The Battle Fronts 


The news from the Far East is, as usual, uniformly 
depressing. Manila has fallen and the Japanese are having 
a discriminatory fling against all the white races they have 
found there, Axis peoples not excluded. Sarawak is evacua- 
ted. There have been new landings in North Borneo. In 
Malaya, the British forces are in steady retreat and new 
landings are reported to have given the Japanese the aero- 
drome at Kuantan, some 190 miles from Singapore. Other 
landings on the west coast above Kuala Selangor threaten 
the left flank of the British forces. There is as yet no sign 
of important reinforcements and it is perhaps significant 
that the supreme Allied headquarters is to be established 
in the Dutch East Indies. From the other fronts, the news 
is less discouraging. The Allies in Cyrenaica are continu- 
ing their mopping up operations round Jedabia. Both sides 
are presumably massing their machines for the next stage in 
the attack. In Russia, the German bulge round Mojaisk has 
been punched a little flatter by the Russian recapture of 
Maloyaroslavets. Now the Red Army has reached the out- 
skirts of Mojaisk and thus in a month’s fighting it has re- 
taken practically the whole area captured by the Germans 
in their November offensive. In the morth, the Russians have 
pushed forward to Schliisselburg outside Leningrad and 
the Finns are watching nervously the definite signs of in- 
creased Russian activity in the Karelian peninsula. In the 
extreme south, the recapture of Kerch and Feodosia has 
been consolidated and the Russians are apparently trying 
to repeat the coup on the west coast at Eupatoria. The initia- 
tive remains everywhere with the Russians and the next 
weeks will give decisive evidence whether the Germans 
can—as they claim—establish a line, or whether the 
straightforward Russian counter-offensive can be boldly 
developed into devastating thrusts deep into enemy occupied 
territory. 


Chinese Victory 


It is now clear that the Chinese have won a victory 
of considerable importance at Changsha. Not only has the 
attacking Japanese force, variously estimated at between 
60,000 and 100,000 strong, been forced to retire toward its 
base at Yochow but a high proportion has been trapped by 
the Chinese attacking its flanks§ Adopting a strategy which 
has served them well on former occasions, the Chinese 
permitted the attacking force to advance until it reached the 
suburbs of the threatened town and then attacked in strength 
on either side of its !ines of communications. Japanese losses 
are estimated at between 30,000 and 40,000. It appears that 
successful destruction of roads prevented the Japanese from 
bringing south certain mechanised forces based on the 
Yang-tze valley The victory is important since it ensures 
that the Japane:« are stil! wnable to use over its full length 
the Canton-Hankow rai*way which runs through Changsha. 
It is also important because it demonstrates once more the 
supreme importance of arming the Chinese forces. Military 
skill which can successfully pit an army with primitive 
equipment vyrinst a modern mechanised ~ «ver commands 
the acmiration of the world. There is a probability 
that General Chiang Kai-shek’s armies, supolie< with arms, 
would roll back the Japanese invader as devastatingly as 
the armies of Stalin are turning the Germaas out of Russia. 
This was true before Tapan entered the world war. To-day, 
the necessity for such a policy is ironically underlined by 
Allied inability to hold the Japanese, with or without arms, 
end by the Chinese loam of a strong force, well armed with 
scarce Chinese equipment, to assist General Wavell in the 
defence of Burma. 


* * * 


De-Concentrating Cotton 


The effects of war in Russia and the Pacific are not 
confined to military supplies, ships and rubber and tin. 
ey extend to cotton. The cotton industry has been so 
successfully concentrated that its output had in any case. 
fallen below current requirements. As long as three months 
ago, the spinning section was unable to process the cotton 
fation allocated to it by the Controller; and to stem the 
cutflow of labour the Essential Work Order was then 
applied to all nucleus mills in spinning. Now the situation 
$ changed again. There has been a growing demand for 
othing for Russia. First sanctions and now open hostilities 
ve deprived India and the colonies of essential supplies of 
apanese cloth and clothing. Hostilities in tropical condi- 
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tions mean a heavy demand on American and British 
resources for cotton uniforms. In spite of a drive to increase 
the labour force, the personnel of the mills is inadequate 
for the work at hand and expected. The position has grown 
steadily worse as prospective requirements have expanded ; 
and, by the end of the year, it was evident that very drastic 
action was required to step up production. On January 6th, 
the Essential Work Order was applied to the weaving 
section, and cotton was scheduled as a “ vital war industry.” 
It has been placed on a par with the munition factories to 
whom women and men may be “ directed.” Mr Tomlinson, 
Parliamentary Secretary to the Minister of Labour, pointed 
out on Monday that the position is so serious that, once the 
nucleus mills are fully staffed, mills that have been regarded 
as redundant will probably be restarted. In so far as the 
difficulties of the industry are simply due to the under- 
staffing of nucleus mills, they could have been prevented 
by the earlier application of the Essential Work Order. But 
in so far as they have been caused by the increase in 
demand due to strategic causes and the need for adjust- 
ment to the extended war, they almost certainly could not 
have been foreseen when concentration was carried through. 
They do not condemn the policy of concentration, but 
rather reflect the difficulties of forecasting demand in the 
context of a world war. At some stage, all industries pro- 
ducing essential goods are vital industries. 


* * * 


Control of Rubber 


The possibility of the loss of rubber supplies from the 
Far East, which produces some 90 per cent of the world’s 
total output, finds Great Britain without adequate prepara- 
tion. True, stocks of crude rubber have been accumulated, 
but the steps taken to ensure adequate supplies have been 
less far sighted in Great Britain than in the United States. 
Across the Atlantic, the reclaiming of rubber has long been 
an important industry, and the increase in the ratio of re- 
claimed to virgin rubber consumption from 29 per cent 
in January to 44 per cent in October, 1941, suggests that 
the output of reclaimed rubber has been increased. In this 
country the reclaiming of rubber has never become an 
important industry ; in 1939 consumption was only 10,407 
tons, compared with the absorption of 122,715 tons of 
virgin material. Nor has the need for producing synthetic 
rubber, which is now being developed on a large scale in 
the United States, ever been given sufficient consideration 
in this country. In part, this state of affairs must be ascribed 
to the fact that the British Empire is the world’s largest 
producer and the United States the largest consumer of 
rubber. But the natural inclination of British rubber in- 
terests to Geplere the expansion of the ceclaiming industry 
should have been overruled when war broke out. The 
Government could hardly expect a Kubber Controller drawn 
from the industry to prevail over the influence of the pro- 
Cucers of crude rubber. The replacement ot the Controller 
by a Board which, besides Sir George Beharrel (chairman 
of the Dunlop Rubber Co.) as chairman snd Sir Walrond 
Sinclair (chairman of the British Tyre «id Nubber Co., and 
of India Rubber and Gutta Percha), the former Controller, 
includes a director of the Rubber Regenerating Co., and is 
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leavened by persons from other industries, suggests that the 
need for a change has been, recognised—though, character- 
istically, the major influence is still with the trade. There 
can be no two opinions concerning the policy that must be 
pursued by the Board. Besides curtaiiing unessential con- 
sumption, the facilities for reclaiming rubber should be 
expanded; the possibility of manufacturing synthetic 
yupber must be given serious consideration ; and, if shipping 
is available, rubber trees may have to be tapped more in- 
tensively in certain regions, even if this involves a reduced 
yield later on. These ate unpleasant necessities. There is 
plenty of evidence from many industries—and from America 
as well as from Britain—that trade interests are apt to see 
the unpleasantness much more clearly than the necessity. 
It is a thousand pities that an independent and energetic 
Controller has not been appointed. 


a * * 


The Return of the Statesmen 


Mr Eden and General Sikorski have both returned 
from Russia, and they bring with them news of the identity 
of purpose which unites the Allies not only in the imme- 
diate objective of defeating Hitlerism but in the problems of 
political reorganisation which will follow victory. Both 
statesmen were insistent upon this second aspect of their 
conversations. After remarking that the identity of view 
with regard to the conduct of the war mentioned in the 
official communiqué was “ literal and absolute truth” Mr 
Eden went on to say that he attached “as much importance 
to the discussions which we had upon the organisation of 
peace and security after the war” and that “closer potitical 
collaboration between us can and will be realised.” General 
Sikorski went further and spoke of reaching with M Stalin 
“ definite conclusions which mean action.” There is, natur- 
ally enough, no more specific information about the scope 
of the Allied conversations and agreements, but it can be 
assumed that the general framework of the settlement 
discussed was in line with both the Atlantic Charter and 
the Declaration of Washington with its reference to the 
defence of “life, liberty, independence, and _ religious 
freedom” and the preservation of “human rights and 
justice.” It is unfortunate that Mr Eden should have damped 
the effect of his confidence in the building of a better settle- 
ment by a curious return to the eighteenth century doctrine 
of sovereignty in which the state, no matter how vicious, 
could deal as it would with its own people. History has 
shown that, sooner or later, governments based upon arbitrary 
dictatorships and a terrorist secret police carry their aggres- 
sions over from their own citizens to other nations. After 
the experience of the last twenty years, the internal regimes 
of the nations cannot be a matter of indifference to their 
neighbours. The real task of the final settlement is to devise 
a Europe, and indeed a world, which acknowledges all 
President Roosevelt’s freedoms—of speech and of worship 
as well as from want and from fear. 


* * * 


Good Neighbour Policy ? 


General Sikorski’s statement on his return from Russia. 
coupled with last week’s report of a Soviet loan to the 
Polish Government of 100 million roubles, are evidence 
that one of the most critical of European problems is on the 
way to solution. They provide substance for the hope that 
M Stalin intends to recognise and assist a free, strong 
and independent Poland ; and that General Sikorski fully 
appreciates the necessity of a realistic, and so of an eastward- 
looking, policy if yet another partition of Poland is to be 
ee 
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avoided in the future. His statement that “the Poles haye 
so far been Known as a romantic peopie in policy, Now 
however, we enter this sphere of real politics when on'y 
facts count, and new facts must be created” suggests the 
abandonment of the Poles’ old Ukrainian dream of a re. 
stored Recz Pospolita in return for “ compensation ” else. 
where, the form of compensation being presumably one of 
the “new facts.” National prejudice apart, the Security of 
both countries demands a good neighbour policy. It is in the 
interest of Soviet Russia to make Poland an effective 
barrier against any future Drang nach Osien. It is in the 
interest of Poland to ensure that a war on two fronts wil] 
never again be a practical possibility. These are real cop. 
siderations, of more moment for the future of each country 
than any difference of opinion regarding political and re. 
ligious institutions. And it is concentration on real con. 
siderations which has enabled the Soviet and Polish Govern. 
ments to agree on immediate problems of military organisa. 
tion and, it is rumoured, on more distant problems of 
frontier definition. It is probably about as easy for the lion 
and the lamb to lie down together as it is for a soviet and 
a feudal-capitalist state to live side by side on terms of 
mutual trust and respect. In whatever other spheres it may 
be necessary to reject a policy of non-interference in the 
domestic affairs of a foreign power, there can be no doubt 
that the future stabiiity of eastern Europe depends abso. 
Jutely on the pursuit of a united foreign policy, unhampered 
by ideological differences, by Russia and Poland. 





* * * 


Saturnalia 


The ghosts of a more abundant past still walk. Tan- 
talising advertisements for scarce commodities peer from 
hoardings and magazine pages—mere reminder and robbers 
of EPT. The New Year sales conjure up, improvidently, 
the illusion of by-gone plenty. It may be that, if goods are 
rationed, no harm is done if buyers squander their coupons 
in a crowded hour and a still more crowded shop. It may 
be that the cheapness of bargains is real, a powerful magnet 
in wartime. But, on the morning after, there are no more 
coupons—and no more goods. Many of the unrationed goods 
on offer, like rubber hot water bottles, are virtually irre- 
placeable. It may be natural to scramble to obtain them 
cheaply, and to hoard them. But it would be better sense 
to husband them and to spread their distribution more 
evenly over the year and the population. The truth is that 
sales fit in badly with savings campaigns and war economy. 
Spending is Lord Kindersley’s enemy, both the fact and 
the propensity. Sales combined with temporary reduction 
of Warships’ and Weapons’ Weeks must keep down the 
savings figures ; and there is no probability that they will 
soar again correspondingly when the sales are over. In one 
sense, it may not matter whether half a year’s shopping is 
done in six months or six days. But it does matter if 
spending in spasms tends to restore the spasmodic tempo of 
production which made the dressmaking, millinery, clothing, 
and textile fabric trades in normal times so seasonal, alter- 
nating between undue idleness and the employment of an 
undue number of workers and machines. The textile trades 
are heavily burdened again with war requirements, and the 
only way to make the best use of labour and equipment 1s 
to even out the replacement of civilian stocks steadily over 
the year. It may be, of course, that the shops will have to 
stand empty after this burst of selling until their turn comes 
round. But there will be pressure for quick replacements 
in exchange for coupons. War economy means eking-out 
goods, labour and industrial equipment ; and sales, which 
themselves need extra staffs, are opposed to this in both 
spirit and letter. 


Sauce for Goose and Gander 


It would be a blow, not only to the name of British 
sincerity, but also to British chances of success in future 
battles, if it became established that “ scorched earth” 3 
a proper policy for Russian peasants but not for the 
guardians of British investors’ assets. The extent of the 
destruction that has been left undone in the path of the 
invaders of Malaya is disputed ; and mines, plantations 4 
stocks are not easily wrecked. But, in some circles in the 
City of London, a ready defence has in any case been fo 
for leaving rubber and tin—and, presumably, other com- 
modities of interest on the Stock Exchange—undestroyed: 
One argument will come ironically to Russians. It is that, 
since the Japanese will be driven out of Malaya eventually, 
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and since when they go they will destroy what they cannot 
take away, it would be aiding the enemy to scorch the earth 
before they arrive. The Russians’ task now, as they advance, 
would admittedly be easier if they had not scorched the 
earth when they retreated ; but the point is that, if they 
had not done so, they very likely would not be advancing 
gow. Another argument of the apologists for the omissions in 
Malaya—which, whatever ; the precise truth, gave the 
Japanese invaders many mines, plantations and roads and, 
in Penang, shipping and food, all intact—is a little more 
ysible, but not a whit less disingenuous. It is that the 
Japanese already have enough raw rubber and tin, and that 
it was easier and enough to destroy the tin smelters and 
the dredges, if this indeed was done. This ignores entirely 
the total character of modern warfare. Extra rubber and 
tin in Malaya is bound to be an advantage to the Japanese 
as the war threatens their other sources of supply in Thai- 
land and Indo-China ; and it is only very probable, and not 
ordained as immutable and certain, that Japan will be cut 
of for the rest of the war from the other members of the 
Axis, who hunger for rubber and tin. The policy of scorched 
earth, by nature and definition, is not a selective policy. It 
brings in the methods of the locust to impede the enemy, 
and makes his every battlefield a desert. France had not the 
courage to use it, and the question raised by events in 
Malaya and by sophistries in the City is—has Britain ? 


Food Front in 1942 


Lord Woolton’s review of his policy in 1941 contains 
the frank and interesting admission that it was impossible 
to ration some goods which were in short supply because 
there was not enough to go round; and the decision to 
meet this difficulty by the introduction of group and point 
rationing, lumping scarce goods of a similar kind together 
ina single ration, was probably the most important develop- 
ment in food policy last year. The successful maintenance 
of the basic diet, in a year in which Hitler reckoned on 
winning the Battle of the Atlantic, is a matter for some 
congratulation, as Ministers have shown no hesitation in 


pointing out. Thus, an investigation carried out last 
November by Mr YT. Schultz, of the Oxford Insti- 
tute of Statistics, reached the conclusion that it 


was then possible to provide a basic “human needs” 
dict for a family of five, of which three members 
were children, for approximately the same total expedi- 
ture—33s. a week—as in March last. He also estimated 
that, although the constituents of the diet had changed in 
various respects, there had been no necessary reduction in 
nutritional value. Yet it would be unfortunate if the 
Ministry of Food were to come to regard the mainten- 
ance of the present type of diet as an end in itself. Out- 
side the English-speaking nations, the characteristic diet is 
idways one of cereals, potatoes and other vegetables, to 
Which meat, eggs and cheese lend varying flavour. It is 
the duty of the Ministry of Food to make it clear to the 
nation that Anglo-American middle-class standards of food 
are unique and that the change over to what is a “ peasant” 
diet need imply no disastrous loss of calory or vitamin 
content. Here, there are two provisos: that the unfortunate 
shortage of oatmeal in recent months can be remedied, and 
that the British public can learn to cook vegetables with- 
out wholesale destruction of vitamins—a matter now coming 
to be of first-class importance. In 1942, 1t is the battle of 
the Pacific which mainly threatens the national diet. The 
public should be told promptly and authoritatively that 
this strugzle almost certainly implies, not merely lower 
‘ations, but a change over to a rather different type of 
diet—a type of diet which is regarded as normal by the 
vast majority of mankind. 


* * * 


Mr Tanner Protests 


The President of the Amalgamated Engineering Union, 
Mr Jack Tanner, believes that the views “expressed” by 
The Economist on December 2oth (page 746) were a 

travesty” of the engineers’ case for higher wages. Their 
case, Mr Tanner suggests in a letter (published on page 38 
of this issue) was not primarily based on the wartime 
Mcrease in the cost of living or on the rise in 
laxation, but on the need to maintain the “ efficiency ” of 
ty war workers. Mr Tanner presumably knows better than 
anyone else what he argued before the National Arbitration 
Tibunal ; but it must be confessed that, if this was indeed 
S case, he was strangely ill-reported in all sections of the 
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Press. This clarification of his attitude, with the explicit 
statement that engineering workers should not “be singled 
out to enjoy a peacetime standard of consumption,” is, of 
course, to be strongly welcomed. But it may still be that the 
President of the AEU is being somewhat disingenuous. If 
his argument is that the “efficiency ” of the members of 
his union is impaired by the increased cost and scarcity of 
necessities, then unless he can prove that there is distinct 
hardship or that engineers are worse off than other parallel 
workers, which over the whole range of engineering earn- 
ings does not appear to be the case, the discussion goes 
back to where it started. The wartime supply of goods is 
strictly limited. Any other group of workers might make 
the same claim as the engineers to higher wages, and unless 
they will be satisfied simply by having more money which 
they cannot spend, which is absurd, the claim of one section 
to a bigger share of goods can only be granted by giving 
another section—a less well-paid section—a smaller share ; 
and costs and prices, now and after the war, will in any 
case be inflated. Mr Tanner’s case for completer rationing 
to ensure a juster distribution of goods is, of course, quite 
valid ; and, so long as rationing is “ weak or incomplete,” 
as he puts it with some over-emphasis, there may be too 
many individuals in the higher grades of income with too 
much purchasing power. But it is still not unreasonable to 
describe the process of sectional bargaining represented by 
the engineers’ and other wage claims as an internecine 
scramble for advantage, which was The Economist’s con- 
tention. Mr Tanner’s final point—“ An increase of wages 
for an increase of production ”—was sufficiently met by the 
statement that “If more output is required, pay by results, 
by higher earnings, not by higher wages which are as likely 
to mean less output as more.” 


* * * 


Vichy Looks Up 


Germany’s discomfiture on the eastern front is having 
the inevitable repercussion in the west. Marshal Pétain’s 
New Year broadcast has had a bad reception in Berlin— 
naturally so, for it included the emphatic refusal of the 
old Marshal to see France brought back into the conflict ; 
it not only gave the routine criticism of the Free French, 
but also attacked the out and out collaborationists of 
Paris; and it laid the blame for the failure of the 
Monthoire policy on Germany’s refusal to return France’s 
labour force in the shape of the prisoners of war. Darlan, 
too, is piping another tune and after the rumours and 
counter rumours of a week back when it seemed that Pétain 
was to be superseded by the ambitious Admiral, he has 
come out with an Order of the Day in praise of France’s 
“sole leader” and “symbol of honour.” The truth is, of 
course, that neither the ugly temper inside France—there 
has been machine-gunning of crowds in Paris and a high 
Vichy official has been murdered—nor the fluid state of 
the Russian campaign permit the collaborationists to push 
forward with their schemes. Marshal Pétain, whose attitude 
ever since the day he first became convinced of Britain’s 
inability to win has been nakedly opportunist, is recovering 
a little daring in face of American intervention and the 
Eastern defeats. If Hitler is still determined on a winter 
campaign in the Mediterranean, he must do it without the 
active collaboration of the men of Vichy. 
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Letters to the Editor 


The Cost of Agriculture 


TO THE EDITOR OF THE ECONOMIST 


Sir,—In your issue of December 27th Lord De La Warr 
credits me with estimating {100 millions as the amount 
of the reliefs to agriculture in 1938-39. The figure given in 
my book “ Reconstruction and the Land” is approximately 
£41 millions. From this Lord De La Warr deducts £17 
millions for derating, and wishes also to deduct the cost of 
agricultural education, which is not included in my estimate. 
By some slip he takes this figure of £17 millions as the 
total remaining, instead of £41 -— £17 = £24 millions, the 
remainder that would thus be obtained. Lord De La Warr 
may be justified in ruling out derating as a relief to agri- 
culture since it is a direct gift to the owners of the land, 
but then a similar argument might be applied to nearly all 
the subsidies to agriculture. A. DANIEL HALL. 


* 


{Sir Daniel Hall’s letter provides an opportunity of ex- 
plaining in greater detail the various figures of assistance to 
agriculture which prevail in current controversy. The first is 
Sir Daniel’s own figure of £41 millions for 1938-39. This 
was made up as follows : — 


£ 

Sugar beet subsidy ............ .. 1,730,000 
Sugar beet, remission of excise ... 1,520,000 
Wheat subsidy .................. 9,290,000* 
Barley subsidy ................... 800,000* 
oes ovensnonnecee 2,320,000* 
Fat cattle subsidy .................... 4,500,000* 
I i ccavecssncsvnccecss 1,556,500T 
SID nciscvenncssssdiseess 150,000 
Land fertility scheme ...... ..sseess  1,300,000* 
Ploughing-up subsidy ............ 500,000* 
I 400,000* 
Livestock improvement ......... 100,000* 
I i s caal 17,000,000 

£41,166,500 

* Approximate. + Including £605,000 for cheap milk 


schemes. 


The cost of the cheap milk schemes and the ploughing-up 
subsidy can properly be deducted, as their object was some- 
thing other than relief to agriculture. This leaves 
£40,061,500. It should be noted that this total does not 
include the cost of the Ministry of Agricuiture or of the 
Development Commission, State subsidies to agricultural 
education, or grants for small holdings. The inclusion of 
rating relief is, admittedly, a moot point. If the intention is 
to show the extent to which agriculture is assisted to a 
greater extent than other industries, only the final quarter 
of the rating relief should be included. But if, as is far more 
often the case, the intention is to show the relief that has 
been accorded to agriculture by the community at large, 
then the whole remission of rates must be shown ; the money 
has had to be found by somebody else. 


In another passage of his book, Sir Daniel Hall says, “ It 
is estimated that the £250 millions of [British agriculture’s] 
annual output could have been obtained in the world’s 
market at {£60 millions less cost to consumers.” This £60 
millions, added to the previous figure of £40 millions, makes 
the figure of £100 miilions, mentioned in The Economist 
of November 29th. It was this figure that Lord De La 
Warr was quoting in the issue of December 27th ; it is the 
cost to the community in 1938-39 of maintaining agriculture 
“jin subsidies, remission of taxation and prices above the 
world level.” 

But the farmers were not satisfied with the conditions of 
1938-39, and an attempt was made in the aarticle of 
November 29th to calculate the additional cost of acceding 
to their wishes. The major item would be the cost of a 
system of guaranteed prices for farm produce. The answer, 
of course, depends on the prices that would be guaranteed 
and the quantities to which it would apply. It was calcu- 
lated three years ago that the cost of guaranteeing prices 


not much above the average of the decade 1928-37 for the 
average quantity produced in those years would be ove 
£25 millions, not counting milk, sugar beet, hops & 
potatoes. The guaranteed price for wheat would be 8s, 34 
per cwt. on 32,700,000 cwt. But the actual guaranterd wheg 
price at the outbreak of war was I0S. per cwt, (op 
36,000,000 cwt.), and if comparable prices had been guarap. 
teed for the other crops, the cost in a representative pre. 
war year would have been very nearly £50 millions a year, 


This is the figure that is relevant to a calculation of the I 


cost of acceding to the farmers’ wishes. Finally, there is the 
cost of the wartime increases in labourers’ minimum wages 
which can hardly be put at less than £40 millions a year, 


If all these figures are added up, the total is “not very 
much short of £200 millions.” There may well be some 
overlapping between the different items (e.g., payments for 
wheat and fat cattle are included both in the £41 millions 
and in the £50 millions ; or guaranteed prices might enable 
farmers to absorb some part of the increase in wages). But 
against this there is the certainty that the farmers would 
probably not be satisfied with the prices, and would cer 
tainly not be satisfied with the quantities, on which the {5 
millions was calculated. 


The figure of £200 millions is not the measure of the actu 
cash burden on the Treasury. It is not a measure of the 
present wartime burden of agriculture, since imported food 
is now dearer. It is not a measure of what would be the 
post-war cost, unless it be assumed that world prices are 
exactly the same after the war as before. It is not a measure 
of the sums that would accrue to the farmers, since much 
would be passed on in higher rents. It is not the minimum 
cost of a reasonable agricultural policy. But it is what it 
was originally stated in The Economist to be: a measure 
of what would have been the cost to the community if the 
policy for which the farmers are now asking (including 
the new wage-level) had been in force in the late 1930’s— 
EpiTor.]| 


, . 5 ] 
Engineers Wages 
S S 
rO THE EDITOR OF THE ECONOMIST 


S1r,—In your issue of December 20th, under the heading 
“ Ostriches Among the Engineers,” you publish a note on 
the recent claim put forward by the engineers for a 
increase of wages. I am surprised that a journal of the 
standing of The Economist should print such a travesty of 
the case I presented to the National Arbitration Tribunal. 
It is true that glancing references were made in that case t0 
the official cost-of-living index snd to rationing—in the one 
case in order to refute the employers’ contention that the 
official index is a valid measure of the real costs which 
obtain ; in the other, to criticise the weak and incomplete 
system of rationing which has the effect of reducing the 
consumption of the hardest working and least leisured 
sections of the community. But I made no claim whatever 
that wages should be increased in order to counteract the 
effects of the purchase or other taxes, nor did I anywhere 
suggest that engineering workers should be singled out © 
enjoy a peacetime standard of consumption in a Wa 
economy. 

On the contrary, I specifically stated that the men © 
whose behalf I was speaking claimed no exemption from 
the sacrifices which war exacts. My arguments were baste 
upon the fact that, so far, it is the section of the population 
of whom the greatest efforts are demanded which is 
upon to bear the brunt of the sacrifices and shortages, 
that to allow key war workers to fall below a standard 
living which will guarantee their efficiency to fulfil 
gigantic task of increasing war production which & 
required, is not merely false economy but criminal folly. 
An increase of wages for an increase of production: 


was, and remains, my case. I have yet to be shown that’ 


is an unsound one.—Yours faithfully, 
Jack TANNER, ; 
President of the Amalgamated Engineering Union. 
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THE WORLD OVERSEAS 





Manpower in France and 


the Low Countries 


[BY A CORRESPONDENT] 


December 29th 


HimeR’s conquest of France and the Low Countries 

vided him with a windfall of industrial labour such 
3s he could not hope to secure in most other parts of 
Europe. The Nazis could choose whether to employ the 
French, Dutch and Belgian workers in their native countries 
—on German account—or whether to transfer them, as 
“free workers ” or prisoners of war, into German agriculture 
or industry. 

Germany took about 1,800,000 French prisoners of war, 
and only about 400,000 of them have so far been re- 
patriated, while the vast majority are “employed on useful 
work” in Germany’s interest. The bulk of the prisoners 
consist of farmers and agricultural workers; in spite of 
this, in the spring of 1941 almost half of them were reported 
to have been transferred to industrial plants, though a 
larger number was employed on harvesting during the 
summer months. 


As a result of this large-scale transfer, a serious agricul- 
tural labour shortage arose in France, owing partly to the 
lack of animals, machinery and other labour-saving devices. 
Mass unemployment developed, however, in French 
industry and commerce, and more especially among those 
formerly employed in armament works. It reached its peak 
in November, 1940, when more than a million people were 
registered at the labour exchanges, two-thirds of them in 
the Paris region. This figure did not include the numerous 
unemployed foreign workers in France or those French 
workers who had been temporarily stopped or who were 
working short hours onlv. Moreover, it is estimated that 
200,000 unemployed did not bother, at that time, to register 
for work, as they had no title to receive any relief pay and 
no hope of getting a post through the labour exchanges. 
By October, 1941, however, the authorities had succeeded 
inteducing the number of those living on the dole to about 
211,000, most of whom were unable to do regular work. 


An obvious remedy against industrial unemployment has 
been the dispatch of a large number of workers to the 
villages. Owing to the low wage-level in agriculture, many 
of the adult industrial workers returned to the towns after 
ashort period, but there was a very large number of 
lweniles who were persuaded to choose an agricultural 
career. Moreover, every youth of 20 years of age has now 
0 take part, for at least eight months, in the newly-created 
Labour Service,” and this semi-military organisation is 
largely occupied on agricultural work, in addition to road- 
building and general reconstruction work. In the occup‘ed 
mone, 300,000 prisoners of war, on temporary leave, have 
ilso helped in agriculture this summer, while in the south 
tlarge proportion of the Spanish refugees, numbering about 
3§0.000, have also been compelled to work on farms. 

Short time is still largely in force in the textile and other 
‘Onsumption goods industries, while certain other industries 
as now working overtime because of the shortage of 
‘ecialised industrial labour. It has recently been decreed 
that the law providing for a maximum working week of 
& hours is to be suspended in the whole of the metal 
industry. The labour shortage in bu‘!ding and road-building 
8 illustrated by the fact that the Todt organisation and 
other German concerns are employing about 54,000 Belgian 
ind Dutch workers in Northern France. Even more serious 
Sthe labour shortage in coal-mining, where over 30,000 
workers have been lost as prisoners of war or as a resu't 
% the emigration of foreign workers. The Koelnische 
etung has recently pointed out that the lack of food 
a8 resulted in a decreasing output per miner. A 
lurther adverce factor is the large-scale use of substitutes 
“ French industries. Not only does the production of 


artificial textile fibres, wood-gas, etc., require additional 
labour, but many of the substitutes are uneconomical in use 
and therefore cause an extra expenditure of labour in the 
factories where they are made into manufactures. 

The number of French workers in Germany, apart from 
prisoners of war, was only 25,000 on April 1, 1941. But an 
increasing number have been sent to Germany during the 
last few months, and, at the end of November, the 
100,000th worker was reported to have left for the Reich. 
Most of these workers are metal-workers, agricultural 
labourers or building operatives, and their departure has 
certainly added to the prevailing difficulties of French 
industry. Germany will, however, probably try to continue 
this procedure, since in the German view France can make 
good these losses by mobilising her “invisible” labour 
reserves. But it is rather doubtful whether the Reich will 
succeed in enticing a very large number of additional skilled 
or semi-skilled workers to move from their homeland, where 
most of them have found some sort of employment now. 
On the other hand, it would hardly be possib!e to use any 
“invisible reserves ” for a net increase in French industrial 
output, since French industry is already suffering from a 
very severe shortage of raw materials. 

4 


4 
Belgian Manpower 


The problem of securing additional Belgian labour for 
the Reich is probably still more difficult. In Belgium, the 
number of unemployed was probably nearly 700,000 after 
the invasion, including 500,000 registered with the labour 
exchanges ; these figures compare with an average total of 
334,000 registered unemployed in 1939. In October, 1941, 
a bare 70,000 elderly men and women were still registered 
as unemp!oyed. It should be taken into account, however, 
that able-bodied people now receive no dole, but are asked 
by the labour exchanges to take up “relief work” for a 
remuneration of 85 per cent of the ordinary rates; it is 
quite conceivable, therefore, that there is still a considerable 
body of unregistered unemployed. On the other hand, one 
of the main factors contributing to the apparent reduction 
of unemployment has been the “voluntary” emigration 
of workers to Germany and German-occupied France. 
Belgian factories have frequently been asked, in recent 
months, to dismiss young childless workers and to engage 
more elderly men instead, while those dismissed had 
practically no other alternative but to accept work in 
Germany. But such expedients the number of workers 
transferred has swollen considerably ; the number of those 
in Germany increased from 87,000 in April to about 
210,000 in October, 1941, in addition to about 30,000 in 
Northern France. 

The only western country with a fairly large reservoir 
of still untapped labour is Holland. The number of un- 
employed, which was estimated at 500,000 after the invasion, 
has been reduced to about 110,000 during the last six 
months or so; about the same number of people are now 
on the dole as in April, 1940. But the burgomaster of the 
town of Oss, in occupied Holland, revealed last summer 
that “thousands” are not registered for employment 
because they openly refused to work for Germany, and 
that a great many others do not ask for registration, in order 
to avo:d an offer that they should be sent abroad. Of those 
employed in Holland itself, 85,000 are on public relief 
work or in the Labour Service or occupied on the repair 
of war damage. Short-time work is so widespread that the 
Dutch railways are now issuing special three-day workmen’s 
tickets. 

Holland differs from France in so far as no prisoners of 
war were sent to Germany, and from Belgium in so far 
as the process of moving workers to Germany has recently 
been a little slower. The number of Dutch workers in 
Germany increased from 90,000 in the spring to only 
132,000 in the autumn of 1941, while there are another 
24,000 in Northern France. It is quite likely, however, that 
the number will soon be increased to at least the same size 
as Belgian émigré workers. 

There are still some considerable untapped resources of 
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general labour in Holland, but this is not the case with 
the more urgently needed categories of labour. Some months 
ago the Amsterdam Labour Exchanges arranged trainee 
courses for the aircraft industry, and offered agricultural 
posts for juveniles from 12 years of age onwards, There is 
also evidence of a shortage of mineworkers. 

The labour resources in the western countries will, 
therefore, hardly make up for the loss of German industrial 
workers caused by the Russian campaign, and there are few 
alternative resources in other German-occupied territories. 


America’s Price Level 


[FROM OUR NEW YORK CORRESPONDENT] 
December 17th 


In the middle of December the BLS wholesale price index, 
at 93, stood at the same figure as in December, 1929. The 
highest month of 1929 was July, at 96.5. From this figure 
the index descended continuously to §9.8 in February, 1933 
—the month of the bank panic. From this level (which held 
for the first four months of 1933), there was a rapid and 
continuous rebound that reached 71 in December, 1933, 
77 in December, 1934, 81 in December, 1935, and 88 in 
March-April, 1937. From this there was a continuous sag 
to August, 1939, at 75. This was followed by a small re- 
bound in the autumn of 1939, but heaviness (or stability) 
persisted, and a year later, in August, 1940, the index was 
still 77. From this point, the rise has been almost continuous 
to the figure of 93 now current. While it is not disputed 
that a part of the upturn in prices in 1936 and early 1937 
was of a speculative and unsubstantial character, it seems 
arguable that the subsequent decline (to the summer of 
1937) was in part attributable to economic pressures before 
the outbreak of war in 1939; and that the first year of the 
war in Europe (except as it occasioned a brief immediate 
speculative flurry) did not exercise any upward influence 
on the price structure. It may, indeed, have acted as a 
depressing influence. Yet the conspicuous fact is that for 
the three years 1938-39-40, the characteristic of our prices 
was stability—the average being 79 in 1938, 77 in 1939, and 
79 in 1940, with the index of December, 1940, standing 
at 8o. 

The initiation of our own defence programme in the 
summer of 1940 was rather quickly reflected in prices, and 
this influence has been cumulative all through 1941. 


Group INDICES OF THE BLS 
June, 1940 Feb., 194] Oct., 1941 
Raw materials ... 71 74 90 
Semi-manufactures 80 82 90 
Manufactured goods .. 81 84 94 


The rise in raw material prices is principally attributable 
to agricultural products. 


Group INDICES OF THE BLS 
lune, 1940 Feb., 1941 Oct., 1941 
Farm products .. 66 70 90 
I a ca 70 74 90 
ER owes nus 82 84 94 


The rise in farm products and foods is more than double 
that of the non-agricultural, non-food index. Yet, on the 
1926 base, both farm products and foods are relatively 
cheap. In the years since 1929, the urban public has become 
accustomed to very cheap agricultural products, and the 
abrupt change in the past year has come as something of a 
shock. 

Within the non-agricultural groups, there has been less 
spread in prices in the year, or in the past year and a-half, 
than might have been expected. Textile products have 





SETTLE ALL QUESTIONS :: « 


PROTECTION FOR YOUR FAMILY, 
PROVISION FOR YOUR OWN FUTURE, AND 
SAVING FOR THE COUNTRY 


by means of a policy with 


NATIONAL PROVIDENT INSTITUTION 


FOR MUTUAL LIFE ASSURANCE 
— FOUNDED 1835 — 
48 GRACECHURCH STREET, LONDON, €E.C.3. 













January 10, 1942 


shown the most extreme rise—from about 72 in June I 
to over 90. Building materials were high in June, 1940 at 
92; their subsequent rise to about 107 is not much above 
the average. The same is true of hides and leather—from 
100 to 115—incidentally, the highest group in the index, 
Except for farm products and foods, or raw materials Other 
than the common metals, the characteristic of the 
eighteen months has been the uniformity of the rise. 

Except in the metals, the statistics do not clearly indicay 
the effects on price of either priorities or “ ceilings,” This 
is partly because negative evidence never shows well ip 
statistics ; partly because, until recently, price “ Ceilings” 
have been few, and are still not common ; and partly be. 
cause the priority system, while older and wider thay 
—o is still relatively a novelty on any comprehensive 
scale. 

So far, rationing has had no part in our price policy 
although our price policy has of itself already become 4 
kind of rationing. But as yet it does not show Clearly 
enough to be described. Apparently, the first rationing to 
be imposed will be on automobile tyres. Sales of new tyres 
have been temporarily prohibited ; and when the prohibition 
is lifted it will be replaced by rationing under a sort of 
priority scheme. 


Latin America Loses Japan 


[BY A CORRESPONDENT] 


January sth 

THE loss of their European markets forced the Latin 
American countries into a wild scramble for whatever 
markets were still open. As the months went by, the United 
States’ good-neighbour policy greatly stimulated sales tw 
North America, but there remained some important com- 
modities that had still to seek an outlet elsewhere. Of these, 
cotton was the most important, and Japan proved far and 
away the most promising market; nearly all the Latin 
American states have increased their Japanese sales. 

This trade will now cease, whether or not all the 
American republics declare war on Japan. The following 
table will give some indication of the quantitative and 
relative importance of the expected loss: 


EXPORTS TO JAPAN 
1941 
°% of all 
Country Period 1940 1941 Exports 
Uruguay (mill’n pesos) Jan./July 1-6 1-7 2:2 
Argentina (mill’n pesos) Jan./Sept 16-0 38 -0 35 
Brazil (thou. contos) Jan./Aug 197-0 269-0 6-4 
Chile (million pesos).. Jan./July 11-0 27-4 6:5 
Peru (million soles) Jan./June 4-4 51-1 20:8 


The same tendency has been shown by most of the 
Central American states. In 1939, Nicaragua, for example, 
exported goods to Japan toa value of cérdobas 40,000 (less 
than £2,000), but the following year her sales rose to cor 
dobas 192,000, and for 1941 the figure promises to be com 
siderably higher. An exception is Mexico, which would 10 
doubt have largely increased her sales but for her decision 
a year ago to suspend the shipment to Japan of oil and its 
derivatives. 

Except in the case of Peru, for whom Japanese purchase 
of cotton are of particular importance, none of the big 
South American countries stand to lose as much as 10 pe 
cent of their total export business. But in times of difficult 
trading the loss of “ marginal” orders can be very serious, 
and in the present instance almost the whole decreas 
will fall upon cotton, the one commodity which can look 
for no outlet in the United States. 


Poland’s Needs 


[BY A POLISH CORRESPONDENT] 


January Is! 
IN the twenty years before the rresent war, Poland strove 
hard to restore her economic and social fabric and enable 
her population of 35 millions, exhausted by a war lasting 
nearly six years (the 1914-18 and Polish-Soviet wars com 
bined), to attain a better standard of living and to exploit 
the potential resources of the country. Poland was then 
greatly impoverished, stricken with famine, pestilence and 
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unemployment and deprived by the invaders of practically 
all raw materials and capital assets. Yet, by the outbreak 
of this war, Poland had largely extricated herself from 
ihese economic and social troubles, although the Polish 
standard of living still continued much below that of the 
western countries. en . : 

Despite Poland’s participation in the victory over Imperial 
Germany, the assistance rendered by France, England and 
the USA, though valuable, proved inadequate. When 
large sums were being pumpec into prostrate Germany in 
order “to put her on her feet again,” Poland in the post- 
war period received only scant attention from the Allied 
countries in terms of investment and working capital. Thus, 
after the losses and destruction caused by the 1914-18 war 
and its sequel, Poland took over her national economy under 
extremely adverse conditions. The acute shortage of capital 
is best illustrated by the fact that, as late as 1929, the official 
discount rate was 8.6 per cent, and of private banks 
12.2 per cent, only dropping to 4.5 per cent and 8 per cent, 
respectively, in 1937. 

Poland’s currency circulation, as late as 1935, did not 
exceed {1 12s. per head of the population, and savings 
deposits were approximately 18s. per head of population. 
The consumption of sugar, coffee, tobacco, coal and cotton 
was one of the lowest in Europe, and foreign investments 
were only about £5 per head of population. Poland’s 
foreign trade was largely circumvented by the system of 
quotas, clearing accounts and other restrictions gradually 
imposed by European and overseas countries. Poland her- 
self was one of the last European countries to introduce 
monetary and trade restrictions. 

After this war, Poland will have to face even greater 
economic difficulties than after the last war. Her im- 
poverishment, owing to Nazi totalitarianism, will be 
even more complete, and the need for fresh working capital 
and raw materials, in addition to medical and social assist- 
ance, will be more pressing than ever. The mass transfer 
of population by the Nazis, and the large-scale confiscation 
of foodstuffs, raw materials and even private belongings, 
will render her situation more acute. Poland will have to 
tm to her western Allies for help. 

The experience of the past 20 years has shown that 
Poland is a profitable client for Great Britain and her 
colonies, although her volume of trade was never large 
imports, 1.254 million zlotys—25 zl. to £1—and exports 
1.196 millions in 1937). The British Government and 
private firms lent Poland capital for railway equipment 
after the last war and also sent textiles, leather, 
foodstuffs, oats, wool, copper, medical supplies and 
sanitary materials. But the total Polish Government in- 
debtedness to foreign countries was £84,814,416 on October 
1, 1937, and only £6,765,000 of this sum was due to Great 
Britain. As a predominantly agricultural country, Poland 
chiefly exported foodstuffs to Britain—such as bacon, eggs, 
butter, sugar, starch, flax and timber—and imported from 
Britain textile machinery, cotton and wool, chemicals and 
manufactures. 


Relations Between 
Spain and South America 


[BY A SPANISH CORRESPONDENT] 


ECONOMIC and cultural relations between Spain and South 
America have always been strong, and so far they have 
survived the growth of nationalism in the South American 
Republics, their industrial development, the Spanish Civil 
War and the reorientation of trade brought about by the 
war and the British blockade. Yet these factors involve a 
change in the nature of the relations if they are to remain 
aS important in the future as they have been in the past, 
when South America was part of the Spanish Empire. 

In the last few years, Spain has seen its exports to South 
America decline because of European and United States 
competition, while its own competitive strength has 
suffered from the Civil War, which reduced the merchant 
fleet, dislocated industry, paralysed agricultural production 
and greatly diminished the holdings of foreign exchange. 

ese factors alone are responsible for Spain’s shortages. 
Great Britain has not injured trade between Spain and 


South America by the blockade. On the contrary, Great 
Britain has always been ready to grant navicerts for the 
import of foodstuffs and other articles into Spain, and, in 
act, has done so on such a generous scale that the 


Spaniards cannot find the necessary ships to carry the 
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goods. Great Britain has’ even allowed the diversion to 
Spain of a large amount of cereals originally intended for 
British consumption. 

As an essentially . agricultural and mineral continent, 
South America exchanges taw materials and foodstuffs for 
industrial and highly-finished products. Accordingly, 
Brazil sends to Spain ‘coffee and cotton; Chile sends 
nitrates ; Bolivia tim; Venezuela petrol ; the River Plate 
Republics (Paraguay, Uruguay and Argentina) meat, cotton, 
hides and cereals; Peru cotton; Mexico chick peas, etc. 
Spanish exports to South American countries include tex- 
tiles, iron, wines, olive oil, shoes, hemp-soled sandals, 
tinned goods and cider. Catalonian cloth, especially, has 
found a very good market in these countries. Spain’s 
present main needs are cereals and fertilisers, which South 
America is able to produce and send in plenty. Its 
export trade should be directed to South America 
and the British Empire in order to obtain in ex- 
change these products which she so badly needs. So far, 
the Nazi New Order has not proved of any practical help 
to Spain, because, as is well known, Germany’s promisé 
of foodstuffs has not been fulfilled. 

As the United States now accounts for a great part of 
South America’s foreign trade, because of the blockade, and 
as South American manufacture is becoming more and 
more important, Spain should organise and improve its 
commercial propaganda in these countries. The country 
would also do well to adapt its exports to the taste of the 
South American consumer and attend more carefully to 
the marketing of goods. in order to avoid waste due to 
defective packing and other shortcomings. These improve- 
ments are all the more necessary since in the last few 
years the South American Republics have shown a tendency 
towards acute nationalism and independence which in the 
economic sphere tends to lead to self-sufficiency policies. 


Cultural Relations 


Cultural relations, like economic ones, date from the 
colonisation of South America. In 1513, Royal Charters 
decreed the foundation of schools in all towns and the 
compulsory instruction of the natives. Convents, seminaries 
and colleges conducted by religious orders, and Spanish 
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missionaries taught the Spanish language, literature and 
history. Popes and kings gave a great impulse to the intro- 
duction of universities in Spanish America. Charles V ana 
Philip II granted them the same rights and privileges as 
those already enjoyed by Salamanca. Spain, and especially 
the University of Salamanca, greatly influenced Spanish 
America until the latter achieved its independence. Ever 
since then, however, Spain and South America have made 
extensive plans for cultural intercourse, and provision has 
been made for the exchange of professors and students, 
works of art and music, although Pan-Americanism is 
influencing culture in the’ western hemisphere, and the 
American continent is rivalling Europe for pride of place 
in the cultural sphere. 

The outstanding features in Hispano-American literature 
in modern times have been the appearance of the so-called 
“ Gaucho ” poetry, the “ Americanismo ” and the modernist 
movement. The poetic and epic works of the “Gaucho” 
poetry were based on material afforded by the life of the 
“ Gaucho,” or horseman of the plains. The “Americanismo” 
stresses nationalism. In fact, it is a natural effort towards a 
Latin American solidarity without distinction of frontiers. 


German 


The Organisation of 
Europe 


By conquest, Germany’s war economy has been extended 
into a European war economy. But the unification of the 
different economies which made up pre-war Europe has not 
been achieved. The incorporation of Austria, Czechoslovakia 
and Poland into the administrative and organisational system 
of Germany was simple compared with the task of harness- 
ing the economic resources of the other European countries. 
The method of economic penetration which had been used 
in the Balkan countries had only limited scope in Western 
Europe. A purely military administration of the occupied 
countries can produce only very limited results. Racial and 
national facts make outright incorporation impracticable. So 
“collaboration ” remained the only feasible method. 

But effective collaboration depends on a similarity in 
economic organisation which does not exist. State control 
and State planning in Germany depend on a highly cen- 
tralised economic organisation, on compulsory marketing in 
agriculture, compulsory associations of employers and 
workers in industry and commerce, the regional framework 
of the Ministry of Economic Affairs and the co-ordination 
of military and economic organisation. No other European 
country had developed these features. There were some 
restrictions on civilian production and consumption, and 
some countries had controlled raw materials. Here and 
there, attempts had been made to control prices and wages. 
But in most of the European countries, peasants, farmers, 
industrialists and workers could combine and operate freely. 

Almost everywhere, of course, the traditional systems of 
European organisation broke down under the impact of the 
campaigns and the subsequent occupation ; and in some 
countries direct military administration was unavoidable, 
army detachments taking over all stocks of raw materials 
and even factories. But this method could not supersede 
the entire economic administration of those countries. In 
most cases, German State and private concerns acquired 
banks, insurance institutes and industrial undertakings in 
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As for the spiritual and diplomatic spheres, besides the 
traditional “Fiesta de la Raza” which takes place each 
October 12th in Spain and in the Spanish American 
countries to celebrate the discovery of America, other 
friendly gestures have been made, some as recently as the 
present year. The Chilean Government agreed to com. 
memorate in 1941 the discovery and deeds of Almagro, and 
the Peruvian Government decreed on May 31st last that 
the remaining months of 1941 should be devoted to com. 
memorating the fourth centenary of the death of Pizarro, 
the discoverer of Peru and the founder of Lima. Spain 
officially sympathised with this measure and decided tj 
participate in these cultural observances, and a_ special 
commemoration took place on June 24, 1941, at Trujillo, 
Pizarro’s birthplace. Another important Hispano-American 
event took place this year which was instigated by Spain, 
In Bilbao, an exhibition of arts and crafts was held in 
the ship Cabo de Hornos. The vessel was bound for 
Argentina and all the works of art aboard were offered for 
sale to South American people—in fact, this artistic argosy 
was intended to bring about a closer rapprochement 
between Spain and Ibero-America. 


Europe 


the occupied and dependent countries. But private concerns 
were later stopped from doing this. Instead, large-scale Con- 
tinental companies, such as the Kontinentale Oel AG, in 
which Germany holds majority interests, were established. 

Events in the occupied and dependent countries after the 
occupation were not very different from what happened in 
1933-34 in Germany. The democratic organisation of 
workers, employers and peasants were either prohibited or 
put under the control of special commissars. Where a 
totalitarian political movement was in existence, such as 
the Quisling party in Norway, the Mussert party in Holland 
or the Rexists in Belgium, representatives of these parties 
were made controllers or commissars. Attempts to intro- 
duce Labour Fronts after the German model were not very 
successful ; but various employers’ federations acquiesced 
more readily ; and the peasants were often ready to accept 
a centralised organisation on the style of the German 
Reichsnaehrstand. Politically, the Germans hoped that the 
occupied and dependent countries would “ spontaneously ” 
begin a “national revolution” similar to the Nazi revolu- 
tion. Actually, they had to be forced to set up German- 
style economic institutions, simply to solve the problems 
arising out of the occupation and the German demand for 
manpower and industrial capacity. 

Without regard to the peculiar situation of the different 
countries, the German system of rationing and the control 
of finance, prices, wages and dividends was introduced. But 
there was no political and economic background for such 
measures in these countries as there had been in Germany, 
which was highly centralised before Hitler. The occupied 
countries were simply poor and ground down. They had 
lost their trade connections with overseas countries. Most 
of them were forced to pay the costs of German occupa- 
tion. They had to repair war damage, and they lost the man- 
power transferred to German agriculture and industry. The 
problems of Germany’s own war economy were repeated 
in a more pronounced form in these countries—the shortage 
of raw materials and manpower, excessive liquidity, rising 
prices, speculation and scarcity of foodstuffs. 

The Germans encouraged direct discussions between 
industrialists in Germany and in the occupied countries, 
which did result in some collaboration between whole 
sections of the industry, i.e. motor car, textile, chemical and 
light metal industries. These modern industries were suffi- 
ciently centralised in all countries for direct collaboration, 
mainly by sub-contracts placed by German concerns, espe- 
cially in France, Belgium, Holland and Norway. Collabora- 
tion in South-Eastern Europe was confined mainly to agri- 
culture; and here the German system of cultivation pro- 
grammes, fixed prices and compulsory marketing has made 
progress, because the way had been prepared by pre-war 
economic penetration. 

The real difficulties of the German war economy in Europe 
became plain when it was obvious that the war against 
Soviet Russia would be protracted. The blockade and con- 
tinued large-scale fighting demanded greater numbers of 
men for the fighting services and more war material. The 
first result in Germany was a further concentration of 
industry and the tightening of control measures. In German 
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pe, the ineffectiveness of simply trying to export 
Germany’s system of organisation was recognised, and there 
was a new drive for industrial collaboration. In France, 
further collaboration was difficult because of the multi- 
plicity of small firms. The control of prices and wages had 
proved practically impossible. In the occupied zone, the 
s reintroduced military factory commissars. In- 
ors-General were appointed as liaison officers with the 
employers’ organisations. Darlan himself is now at the head 
of anewly formed committee for the co-ordination of indus- 
tries ; and a director for the allocation of raw materials has 
also been appointed. All these measures are intended to 
encourage the concentration of industries, which is necessary 
for closer Franco-German collaboration. German influence 
is visible in a programme of standardisation in the iron and 
steel industry. Sugar-beet growers and sugar factories have 
heen compulsorily organised with fixed production quotas 
and fixed prices. 

Before the attack on the Soviet Union, German papers 
ysed to Claim that France and other countries had worked 
out the new principles of organisation without German 
pressure. Lately the tone has changed. Germans are warned 
not to impose. German organisation on other countries. 
The reason is obvious. Industrial production in all the 
Buropean countries outside of Germany is below the level 
of 1938. In Holland, Belgium and France, much industrial 
capacity is idle because of lack of raw materials and workers. 
In Germany, the present organisation was developed in 
accordance with a gradual shift of Germany’s trade from 
overseas Countries to European countries. In the occupied 
countries, old-established foreign trade relations were 
abruptly severed. Germany was not able to replace former 
imports but demanded increased exports—which is reflected 
in the steadily growing clearing debts in occupied and 
neutral countries. Now the Germans are casting round for 
new and more suitable ways of harnessing their European 
dependencies effectively. 

7 . « 


Banks.—The general expansion of German banks into 
secupied and dependent countries ended some time ago. 
Here and there German firms are still establishing banks 
for special purposes, such as the Aero-Bank, S.A., in Paris, 
which was founded by the Bank der Deutschen Luftfahrt 
AG, Berlin, and confines its activities to the aircraft 
industry. In the occupied parts of Soviet Russia the 
necessary banking activities are mainly carried out by 
Reichskreditkassen. 

Cheap money and excessive wartime financial liquidity 
have created a number of problems for the banks which 
have resulted in renewed discussion of rationalisation. ‘The 
president of the Control Board of Banking Institutions has 
published statistics showing that the number of German 
banks at the end of 1940 amounted to 41,984, against only 
34,438 in 1919, not including post office savings banks, 
which were introduced in 1938-39. Representatives of the 
commercial banks doubt the accuracy of these figures. 
There has been a considerable concentration of commercial 
banks since 1932, when several hundreds of private Jewish 

s were either liquidated or absorbed. On the other 
hand, the last of the commercial banks which had been 
brought under the control of the State during the economic 
crisis 1930-33 was re-privatised a short time ago. It seems, 
however, that the Government now intends to compel the 
fationalisation of banks for the purpose of more effective 
financial control. 

Traditionally, a large number of different banking institu- 
tions compete even in small towns and villages. Branches 
of the big banks, county district banks, local and district 
savings banks, credit co-operatives and post office savings 
banks are to be found side by side. At the same time, the 
influence of the State-owned banks has increased con- 
siderably. To the claim of the Control Board that there is 
4 superfluity of banks, the private banks reply that the 
numerical increase is the result of the incorporation of new 
territories. But this is not the real problem. Exceptional 
liquidity has caused an increase in deposits at the same 
ume as the demand for advances has fallen. This and cheap 
money have naturally affected the earnings of the banks, 
and the banks have been busy “hunting for prospective 
debtors.” They are not only offering loans at unusually 
low rates of interest, but they also promise all kinds of 
services free of charge, and the financial authorities have 
repeatedly issued warnings against the cut-throat com- 
Petition. The Government is naturally anxious to prevent 
the diversion of credits from investments in Treasury bonds 
and bills to non-essential activities, and when the boom 
in share prices was at its height, the banks were forbidden 
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to advance credits for dealing in shares. There is no doubt 
that some critics of the present position understand 
rationalisation of the banks in the sense of nationalisation. 
Wartime planning has reached such an extent in Germany 
that the relative freedom of the banks, which is largely the 
result of excessive liquidity, constitutes a danger. 
Rationalisation, as it is contemplated at present, aims at 
establishing “the right number of banks at every place,” 
in other words, at establishing one bank for each different 
group of the population. There is no doubt that this re- 
organisation would end “cut-throat” competition. It 
would probably, at the same time, free some personnel 
for war service. It is, however, no solution of the funda- 


mental problem. 
* 


Shipping Companies.— Germany’s two leading shipping 
companies, the Hapag (Hamburg America) and the Lloyd 
(Norddeutscher Lloyd), in which the State held majority 
interests, have been re-privatised. The shares held by the 
State have been acquired by Hamburg and Bremen in- 
vestors. At the same time, a new shipping company has 
been founded jointly by the two companies. The official 
explanation of the move is of some interest. It is stated 
that the re-privatisation is intended to revive the interest 
of the shareholders in the development of the companies. 
For some time, Hamburg and Bremen shipping circles have 
been promised some compensation for the loss of trade 
during the war. First, they were promised a decisive influ- 
ence in the shipping industry of Rotterdam and Antwerp. 
But the companies seem to have been more interested in 
getting back control over their share capital, since a number 
of smaller shipping companies had been actually absorbed 
by the Reichswerke H. Goering. It seems possible that 
the Government now wants to show that its general policy 
is not directed towards nationalising private firms. 


* 


Aluminium.— From Hungary, Norway, Italy and Sweden 
there come reports about expanding aluminium capacity. 
Italy’s output, which amounted to 40,000 tons in 1940, is 
expected to reach §0,000 tons in 1942, and 60,000 tons in 
1943. Norway’s output, now depending on a native substi- 
tute for bauxite, will be increased from 31,130 tons in 1939 
to roughly 40,000 tons. The+ most important expansion, 
however, is reported from Hungary, where new capacity 
amounting to 10,000 tons annually is under construction. 
In Norway and Hungary, German concerns hold majority 
interests in the new firms. Sweden aims at an annual 
capacity of 5,000 tons. 

+ 


Timber Supply. — During the forestry year 1940-41, 
Germany imported 7 million standards instead of the 12 
millions expected. The felling quota had to be reduced 
from 150 per cent of the felling done in 1934 to 125 per 
cent. A further reduction will be necessary during the 
current year. Internal timber resources have been reduced 
indiscriminately because of the steadily rising demand from 
the substitute industries; but transport difficulties have 
prevented substantially greater imports. There have been 
many signs lately that timber supplies are strained. In 
1940 violent autumn storms destroyed large tracts of forests. 
The shortage of fuels has increased the demand for fire- 
wood ; and the expansion of the use of generator gas as a 
substitute for motor fuel has created a considerable demand 
for suitable wood. The industry reports a marked short- 
age of workers and at one time contemplated the suspen- 
sion of new felling. During the winter, prisoners of 
war employed in agriculture will be used to fell and trans- 
port timber. Since the beginning of the campaign against 
Russia, large supplies of timber have had to be diverted 
for the manufacture of huts. 
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THE BUSINESS WORLD 


War Damage Anomalies 


t > War Damage (Extension of Risk Period) Act, 1941, 
projected the “ cover” provided by the original War 
Damage Act from August 31, 1941, to the same date in 1942, 
but left the question of contributions for that second “ risk 
period ” to be decided by Parliament. So far, the Chancellor 
of the Exchequer has been unable to give even an approxi- 
mate date for the introduction of the necessary Bill. Indeed, 
a measure covering public utility enterprises (including the 
railways) for the first period has still to be tabled, and 
presumably will have the prior call on Parliament’s time. 
The dual delay may be more than coincidental ; for some of 
the problems besetting the Parliamentary draftsmen are 
common to both measures, and the virtual impossibility of 
differentiating widely, in the matter of rights and respon- 
sibilities, between the public utilities and property owners 
in general presupposes at least one fundamental change in 
the law as it now stands. 

Truth is progressively revealed, and it is quite clear that 
the Treasury’s mind underwent an evolutionary change after 
the passing of the first War Damage Bill, early last year. 
‘The basic principle from which the authorities started was 
that the cost of making good war damage should be shared 
equally between all classes of property owners and the 
State. But the necessity of thinking of a number, in order 
to arrive at some datum figure for assessing contributions 
in pounds, shillings and pence, resulted in a departure, in 
practice, from this principle,so far as owners under Part I 
of the Act were concerned, to an extent which was not 
realised at the time. The Act, as it reached the Statute Book, 
imposed on them an obligation to contribute the first £200 
millions of “compensation.” The next £200 millions was 
to be contributed by the State, and all damage in excess of 
£400 millions was to be shared equally. Some months later, 
it was Officially announced that, for the public utilities, the 
fifty-fifty method of division would operate, whatever the 
amount of damage. What would appear to have been inade- 
quately appreciated, at that time, was that equal sharing 
beginning at zero was by no means the same thing as equal 
sharing beginning at £400 millions. Property owners, how- 
ever, large and small, have been quick to perceive the 
distinction, and to impress their point of view on the 
authorities. Their contention has been, and is, that the 
basic figure under Part I has been proved by experience 
to have been pitched far too high—so far, at least, as the 
first “ cover period ” is concerned. 


The Damage Done 


The value of property destroyed or damaged is, of 
course, an Official secret. But it is possible to arrive at a 
limiting figure without telling the enemy more than he 
could deduce for himself. There appears to be no doubt 
whatever that the total damage bill to last August was not 
merely less than £400 millions, but was actually well below 
£200 millions. The figure of £170 millions has been unoffi- 
cially published as the result of a process of estimation in 
which each constituent figure: was deliberately put on the 
generous side ; it may be that the truth is £150 millions or 
even less. Whether the true total is a score or so millions 
less or more hardly affects the property owners’ main con- 
tention, since, even if it were as much as £200 millions, 
they would still be bearing the whole burden of providing 
compensation. 

The reason for the authorities’ unduly sombre view 
of possibilities, when the original Bill was framed, are 
fairly easy to understand. Hostile air activity was then at 
its zenith, but its intensity diminished greatly in the spring 
and summer of last year. Again, a remark let fall by the 
Chancellor during the debate on the Bill suggests that the 
authorities were working on a figure of £10,000 millions 


as the value of properties covered, whereas the appropriate 
total was nearer £6,000 millions for “ bricks and mortar” 
alone—excluding site values, which are largely insusceptible 
to war damage. The authorities may also have had insuff. 
cient regard to the distribution of brick and mortar value 
throughout the country. Districts other than boroughs and 
county boroughs, for example, account for appreciably more 
than half the total, and their global percentage of damage 
has been extremely small. Incidentally, the London area, 
including all the Metropolitan boroughs, is estimated to 
contain not much more than Io per cent of the bricks and 
mortar of the whole country, and approximately five- 
sevenths of the London total is suburban. 


Owner and Mortgagee 


The property owner’s complaint against the present 
law is that it treats him harshly, not only under this but 
a number of other headings. He almost alone in the Tenant 
Owner-Mortgagee triangle has both had no relief from his 
pre-war obligations in the event of enemy damage, and has 
also had a new obligation—the payment of contributions— 
thrust upon him. Under wartime legislation, a tenant can 
disclaim his lease if war damage renders his premises unfit, 
and his obligation to pay rent thereupon ceases. The owner, 
however, remains responsible for the full payment of mort- 
gage interest and any agreed capital repayments. If, in due 
course, compensation is made by way of a Value payment, 
the mortgagee receives his share directly, in the absence of 
agreement between the parties to the contrary. The mort- 
gagor-owner (who has been receiving no income from the 
destroyed property in the meantime) receives the balance, 
plus interest on the whole sum at 2} per cent per annum, 
against the rate of 4 per cent, 5 per cent, or even more, 
which he has been paying throughout on his mortgage. 
Whether the ultimate payment be on a Cost of Works or 
Value basis, the mortgagee has obtained, gratis, a Govern- 
ment guarantee of his security, with the right to undimin- 
ished income in the interim. Only in what is probably @ 
minority of cases is he called upon to share in payment of 
any one of the five annual contributions of 2s. in the { 
of the Schedule “A” assessment on the property imposed 
by the War Damage Act. That burden falls squarely on the 
unfortunate mortgagor, who, by a crowning stroke of irony, 
is not even allowed to charge the amount of the contribution 
as an expense for taxation purposes against his income from 
other sources. 

War demands inescapable sacrifices from all classes of 
the community, individually and collectively. In this in- 
stance, however, it certainly would seem that a dispropor- 
tionate share has been concentrated on a single group, and 
that the principle underlying the whole of our war damage 
legislation—that the inevitable loss should not be permitted 
merely to rest where it happened to fall—has not been duly 
observed. The original proposal that the State should bear 
half the loss was, presumably, intended to mitigate this 
inequality. But even so, there is no reason why the other 
half of the burden should not be equitably shared. The 
forthcoming introduction of a War Damage (Amendment) 
Bill affords an opportunity for adjusting the burden more 
equitably and, in the light of the facts set out in preceding 
paragraphs, the changes which might be made seem reason- 
ably clear. In the first place, so long as the total damage 
to be provided for falls far short of £400 millions, there 
can surely be no case for piling Pelion on Ossa by imposing 
a fresh set of contributions, in respect of the second period, 
on top of the four annual payments which owners have still 
to make in respect of the first. Either one of two courses 
of action would be preferable. The first would be to con- 
tinue to collect the contributions for the first period, but 
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to extend that period until the total of damage reaches 
double the total of contributions. The second would be to 
suspend the collection of contributions when they have 
reached half the amount of damage done in the first period, 
and to collect contributions for the second period at a much 
lower rate. In any event, major repairs and all Value pay- 
ments must necessarily be postponed until after the war, 
and the proceeds of annual owners’ contributions alone 
more than cover the cost of such reparations as are physi- 
cally capable of being carried out during the war. It would 
not be unreasonable to ask the Government to treat war 
damage contributions as it treats EPT, by merging all damage 
suffered into a single continuous account for the war’s 
duration. The authorities, again, would-be giving property 
owners in general no more than they have already promised 
the public utilities, if they were to allow the cessation of 
collection of contributions when the total collected was 
equal to half the damage actually suffered. As an ex gratia 
matter, owners who were unable, through war causes, to pay 
contributions in full might be permitted to postpone any- 
thing up to, say, 50 per cent of their liability until the main 
contribution period was ended. 

The case for demanding a share of contributions from 
the mortgagee is more debatable, since it cuts across accepted 
ideas of contractual relationship. But it may be argued, with 
some force, that a contingency which this country has not 
had to face since the years following 1066 justifies unpre- 
cedented action, provided it can be justified on broad 
grounds of equity. Unilateral variation of contract terms has 
already been applied to the wartime relations between land- 
lord and tenant, and in the Government’s requisitioning 
policy. It does not seem unfair to suggest that where a 
mortgage has implicitly recognised a quasi-partnership 
status by making a loan for a fixed term of years on a 
property, he should bear some part of the burden laid on it 
through a contingency which neither he nor the borrower 
foresaw. An owner who finances his investment by a tem- 
porary and fluctuating bank loan or overdraft—secured, 
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partially or wholly, by an equitable rather than a legal 
mortgage—may, however, be regarded as having himself 
assumed all risks incidental to ownership. 

If, therefore, it were considered right and proper that 
liability for war damage contributions should follow the 
line of beneficial financial interest, and mortgagees as a 
class should be liable to contribute, the appropriate “test ” 
would seem to be the existence, or otherwise, of a definite 
mortgage covenant. This test would bring in all specific 
mortgages, debentures, debenture stock and fixed or floating 
charges, but would exclude loans by overdraft or other 
temporary accommodation where no legal mortgage had 
been taken. And it would follow directly from the premises 
here enunciated that the mortgagee’s contribution should 
be assessed in terms of his annual interest receipt. Even 
if the annual rate of contribution remained as high as 2s. in 
the £, his total contribution would be no more than one- 
half per cent where the rate of mortgage interest was § pei 
cent. As a safeguard against unfairness in extreme cases, 
the mortgagee’s share might be limited to a fixed maximum 
proportion, say two-thirds, of the total war damage 
contribution. 

Amendment of the main Act on these lines would natur- 
ally encounter considerable opposition from mortgagees, 
particularly those, like the Building Societies, to whom 
the war has already bequeathed a legacy of formidable 
problems. Yet the principle fiat justitia, ruat celum, has a 
peculiar and literal significance when applied to the results 
of enemy air activity. Equity and expediency alike dictate 
the widest spread of unavoidable risk. The payment of a 
moderate insurance premium by mortgagees for the main- 
tenance of their security, against all the assaults of the 
enemy, can hardly be represented as other than fair and 
just, by contrast with the present position under which the 
borrower alone is penalised for failure to foresee that an 
international calamity might impair what has been tradi- 
tionally regarded as among the safest of all forms of 
investment. 


Finance and Banking 


Sluggish Note Refiux 


The position in the money market is gradually return- 
ing to normal after the temporary disturbances of the year- 
end. Most of the banks have once more become buyers of 
bills and the short loan supplies have proved fully adequate 
for the needs of the market. The banks have been helped 
by the reduction in the Treasury deposit payments expected 
of them this week, the amount required being no more than 
£15 millions, or equal to the nominal amount of maturities. 
It had been expected that a much larger contribution would 
have been demanded by the Treasury, given the substantial 
ways and means advances that had to be repaid to the 
Bank of England this week. The extent of these repayments 
and of the maturity of bills bought in the open market 
before the turn of the year is indicated in the reduction of 
£63,740,000 in Government securities and of £3,096,000 in 
other securities revealed by the latest Bank return. The 
credit basis has been correspondingly contracted, bankers’ 
deposits being £64,120,000 down on the week, while public 
deposits show a reduction of £1,608,000. Bankers’ deposits 
at £155,745,000 retain some of their year-end inflation and 
reflect a thoroughly comfortable money market position. 
There has as yet been little help to the credit position from 
the reflux of notes which can normally be expected at this 
time of the year. For the past week the net return of notes 
amounts to a mere £1,897,000, as compared with the expan- 
sion of £34,878,000 in the preceding four weeks. The slug- 
gishness of this reflux of notes from holiday circulation is 
further indication of the continuing upward secular trend 
of the demand for currency. 


* * * 


Bank Clearings in 1941 


_ In so far as they can be taken at their face value, the 
figures given in the annual return of the Bankers’ Clearing 
House indicate an increase of 7.4 per cent in the total of 
cheques, bills and other instruments paid at the Bankers’ 


Clearing House in 1941, compared w.ih 1940. It is interest- 
ing to compare this rate of increase with the expansion in 
clearing bank deposits for the year. Taking the data for 
the first eleven months of 1941 and 1940, the average 
for last year was 18.2 per cent higher than that for 1940. 
The grand total of clearings for the past year is given in 
the return as £43,011,222,000, and, in the customary tables 
which accompany the return, it is compared without quali- 
fication with the clearing data ranging back to 1868 and 
plotted in a graph showing the continuous line of clearings 
over the past 73 years. It should be realised in the first 
place that what is given in the return as the total amount 
of bills, cheques, etc., paid at the Clearing House during 
the year falls considerably short of the amount in fact 
cleared. Since the beginning of the war, the Clearing House 
handles the greater part of the inter-branch clearings of 
individual banks. But whereas some banks include such 
clearings in their return to the Clearing House, others do 
not. Inter-branch clearings probably account for as much 
as a third of the total clearing of every bank, and the 
diversity of practice among the banks in making their 
returns of such clearings to the Clearing House inevitably 
makes moonshine of the aggregate returns. In the second 
place, it should be realised that the considerable changes 
in clearing machinery made since the beginning of the war 
(of which the directing of inter-branch payments through 
the Clearing House is only one) completely break the con- 
tinuity of the series of clearing totals and that there is no 
comparability between the pre-war and subsequent totals. 
These qualifications should not, however, seriously affect the 
comparability of the figures for the last two years. Split 
up in quarterly periods the Clearing House and Provincial 
Clearings show the following changes :— 


Clearing House Provincial Clearings 

1941 % Change 1941 % Change 

£ on 1940 f on 1940 
First quarter 10 372,898,000 7-8 383,420.000 +4-3 
Second ,, ; 10,279.508,000 26 348,611,000 —0-6 
Third ,, 10,753,079.000 +16-7 367,895,000 +6-°8 
Fourth ., 11 605,737,000 + 29-1 371,002,000 + 7-4 
otal (43,011,222 000 -+7-4 £1,470,928,000 +4-5 
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It will be seen that the increase in clearings compared 
with 1940 became more pronounced in the latter part of 
the year both in the case of the Clearing House and of 
Provincial Clearings. This evidence on the changes in credit 
circulation corresponds roughly with changes in the estima- 
ted currency circulation, which, compared with the four 
quarters of 1940, rose by 15, 15, 12, and 19.5 per cent in 
the respective quarters of 1941. 





Chilean Bills Renewal 


Money market houses are beginning to earn the reward 
of the patience with which they have nursed Chilean 
Treasury Bills which were placed in London about twelve 
years ago and which have been in total or partial default 
since 1931. There are some £2,300,000 of these bills out- 
standing, of which {1,600,000 were originally placed 
through N. M. Rothschild and Sons and the balance 
through the then Anglo-French Banking Corporation. The 
bills in question fell due on November 27th last, and nego- 
tiations for their further renewal have been in progress for 
some months past. The terms finally agreed between repre- 
sentatives of the Chilean Government and of the issuing 
firms provide for a twelve months’ renewal, i.e. until 
November, 1942 ; for payment of interest at 1 per cent, of 
which 4 per cent will be made on May 27th and $4 per cent 
on November 27th next; and for an amortisation payment 
at the rate of 2} per cent on the face vatue of the original 
bills to be made on November 27th. These terms, which 
holders have been recommended to accept, represent some 
improvement on those applying to previous renewals of 
these bills and on those originally proposed by Chile when 
the negotiations for the latest renewal began. This improve- 
ment may to some extent be attributed to the strengthening 
of the Chilean exchange position which has occurred in 
recent months—a phenomenon which is gradually affecting 
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the whole of South America, and which may be expected 
to gain momentum now that the United States is at war, 


x * * 


Thailand Joins the Yen Bloc 


The slide of the Thai currency from the sterling to the 
yen group, which began last August with the grant of 
important Thai credits to Japan, reached its final destination 
this week with the formal announcement from Bangkok that 
the baht had now been linked to the yen. The Economist, 
commenting on the grant of Thai credits to Japan last 
August, referred to them as “ the first significant indication 
of Thailand’s financial submission to Japanese pressure,” 
and suggested that they pointed the way to an ultimate 
linking of the Thai currency with the yen. These comments 
drew a protest from Bangkok, and The Economist was 
asked by the Thai Legation in London on November 26th 
last to correct these aspersions on Thai neutrality and to 
assure its readers that “ there is no connection between the 
baht and the yen” and that “ Thailand has maintained and 
will continue to maintain her independence financially, 
economically, and politically.” Events have now fully con- 
firmed the correctness of earlier estimates of the situation, 
With the freezing of Thai assets in Great Britain and the 
United States, the bulk of the exchange reserve which pro- 
vided the backing to the baht note circulation has become 
immobilised. The total of such immobilised assets has been 
announced in Bangkok as 217 million bahts, of which 
184 million bahts or about £17 million, was in the form of 
sterling and the balance of 33 million bahts, or $12 million, 
in US dollars. The greater part of these assets represents 
the holdings of the Government note issuing authority, 
whose exchange reserves at the end of the March, 1941, 
quarter amounted to 135 million bahts. In addition there 
were at the time the equivalent of 97 million bahts of gold 
in reserve. The credits granted to Japan last August will 
have begun the admixture of yen to the exchange reserve, 
which until then had been held almost exclusively in ster- 
ling and US dollars. The Thais may rest assured that any 
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deficiency in their reserves caused by the British and 
American freezing orders will soon be more than made 
by their increased holdings of Japanese yen. Under 
the “ Co-prosperity ” scheme in which the Thais are now 
partners, the country’s balance of payments with Japan 
is certain to move very much in favour of Thailand, with 
yen balances piling up on Thai account as the counterpart 
of the tin, rubber, rice and other materials which Thailand 
will from now on be compelled to export to Japan alone, 


o * * 


The Rothschild Succession 


A unique company registration was announced this 
week as part of the mechanism for ensuring the continua- 
tion of the banking business of Messrs. N. M. Rothschild 
and Sons in the event of the sudden and simultaneous death 
by enemy action of the two existing partners. A company 
with the title of Rothschilds Continuation, Limited, has been 
formed with a capital of £100. Its function will be to carry 
on the business of the banking firm in the event of the 
sudden death of Mr. Lionel and Mr. Anthony de Roths- 
child, the two sole existing partners. The capital of the 
new company is divided into two shares, one going to each 
of the Rothschild partners. The holder of each of these 
shares has the right to appoint up to three directors of the 
new company. The functions of the company, should it 
ever be called upon to assume them, would be purely tem- 
porary, and would cease when new partners assumed con- 
trol, The City has since September, 1939, witnessed many 
precautionary steps designed to meet and provide for the 
potential hazards of war; but few have equalled the 
meticulous ingenuity and preciseness of this arrangement to 


ensure the succession and continuity of a great merchant 
banking firm. 
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War Risks at Sea 


The dramatic extension of the war to the Far East 
did not take the London marine market completely by 
surprise, although underwriters will doubtless have to meet 
a number of “shock” losses arising in the period of 
adjustment to the changed conditions; this phase includes 
the diversion of ships already at sea from the more 
hazardous routes, the organisation of precautionary 
measures to counter the new menace and the upward 
revision of rates to take care of the greater hazard, Rate 
increases are necessarily substantial, although by no mzans 
of a panic character; they must, of course, be regarded 
as experimental, and future movements will depend on such 
considerations as the possibility of organising convoys as 
well as the general development of the war situation. 
Illustrative of the rates put into effect on and after 
December 18th by the Government War Risks Insurance 
Office for cargoes shipped to and from the United Kingdom 
are the following examples: Dutch East Indies, 140s. per 
cent (against 80s. per cent); Australasia, 110s. per cent 
(against 80s. per cent); India and the Straits, 1oos. per 
cent (against 80s. per cent), and the South American Pacific 
Coast, 100s. per cent (against 80s. per cent). The Govern- 
ment Office insures practically all goods shipped to and 
from this country, but does not cater for other voyages, 
with the exception of certain cross voyages in British ships. 
A large demand for war cover on cargoes is thus left 
open to private enterprise, and this is met by the London 
and New York markets. Rates in the London market are 
governed by the so-called “advisory” schedule of the 
Institute of London Underwriters ; the latest revision of 
this schedule dates from December 11th, and, when com- 
parable, rates are generally higher than those of the 
Government Office, although lower than those now ruling 
in New York. 


Investment 


Reviving Activity 


The investing public is already showing signs of 
recovering from the immediate effects of war in the Pacific, 
and, although the conflict there continues to develop 
adversely for the Allies, the principal movements in prices 
no longer consist exclusively in the marking down of Far 
Eastern securities. In a sense, this was to be expected. The 
index of The Investors’ Chronicle shows falls of 27} per 


FIXED INTEREST AND EQUITY SECURITY 
MOVEMENTS (July 1, 1935 = 100) 


Financial News indices of 20 fixed-interest securities 
(converted to new base) and 30 ordinary shares 
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cent in rubber shares and of almost 38 per cent in tin- 
mining shares in the month ended December 26th, while 
for the same period oil shares lost over 10 per cent. Reduc- 
tions of this order of importance cannot be expected to 
Continue for long, especially as tin and rubber shares had 
very little part in the antecedent improvement in equities. 
ut it is, perhaps, a little surprising to find that industrial 
€quities are already recovering appreciably and, even more 
80, that the speculative demand for South American stocks 





and for railways is once more in evidence. The fall, at the 
worst, was only some 4 per cent for industrial equities, 
according to the figures of The Financial News, as com- 
pared with a net rise of over 13 per cent on the year. The 
more comprehensive figures of the Actuaries’ Investment 
Index, which, excluding financial equities, show a drop of 
just Over 1.6 per cent on the month, compared with a net 
rise of 22.6 per cent on the year. Apart from oil shares, the 
heaviest individual decline, according to this index, was 
4.6 points in building materials, which does little more than 
wipe out the improvement experienced in November, while 
the next largest are in iron and steel and the very important 
miscellaneous section. As against these, there are a number 
of improvements, and quite a considerable proportion of 
the net decline is accounted for by the fall in building 
material shares, which can scarcely be attributed to the 
entry of Japan into the war. The moral seems to be that 
holders of industrial equities have been very little affected 
so far. 


* * * 


Small Business in Funds 


The change in the yield on equities on the month is 
almost negligible, but this lack of response in the total 
is largely due to the fact that a cut in dividends on gas 
stocks occasions a fall in yield of almost 14 points, which 
is sufficient to outweigh a number of appreciable rises. 
These are large enough, in the cases of building materials, 
iron and steel and motors, to suggest that a resumption of 
buying is not impossible. Two developments of some 
interest have occurred in fixed interest security prices on 
the month, namely, a continuance of the sharp advance in 
senior securities of investment trusts and a considerable 
rise in the price of industrial preferences. The margin 
between these and industrial debentures is now rather 
narrow, but there seems still room for a reduction in that 
between both these classes and trustee securities in general. 
It is possible’ that a reduction in these margins is a neces- 
sary preliminary to a really sustained rise in the last- 
named. Whether this is so or not, there is a moderate 
demand for the Funds, with considerable hardening of 
prices. There is more business in industrials, and there is 
some evidence that buying is becoming more selective. The 
fighting speech of President Roosevelt, and good news from 
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Russia, make for generally better sentiment, while the 
promotion of the cotton industry caused rises in that section. 
But it is not yet evident that the general advance is to be 
resumed. Certainly, payment of income tax at the increased 
rate is likely to discourage saving and to stimulate dis- 


ACTUARIES’ INVESTMENT INDEX 





Prices Yields per cent. 
Group and Number 
of Securities Dec. | April | Nov De De Nov De 
a | 2k 25, 30, 31, 25, 30, 

1940 | 1941 | 1941 | 1941 1940 1941 | 1941 
| | ee a 
% Consols .... -+| 136-9 | 137-1 | 145-7 | 146-3 | 3-26) 3-06) 3-05 
jome Corpns. (4) -| 127-5 | 132-4 | 138-7 | 139-2 | 3-65| 3-36 | 3-35 
Dist. Ind. Pref. (9) ....| 101-7 | 105-5 108-9 | 108-6 | 4-27| 3-98 | 3-99 
Total Ind. Pref. (43)....| 107-0 | 110-8 | 113-9 | 114-3 | 4-44| 4:17) 4-16 
Banks & Disc. Cos. (10).| 93-7 | 93-0 | 103-3 | 102-1 | 4-85 | 4:39) 4-45 
Inv. Trusts (9) .... | 32:0! 33-7} 36-0) 37-3} 7°38! 6-42] 6°15 
Aircraft (5) ...... 50-1 | 47-2| 53-6! 54-9! 11-44| 10-63 | 10-34 
Blec. Light & Power (16)! 91-8 | 95-3 | 105-5 | 106-5| 5-54] 4-49] 4-45 
ps eallinaieanaen -| 64:9] 54-4) 66-2 | 65:8) 6-22) 4-93| 3-44 
Motors (7) ...... 27-3 | 27-8! 36°5!| 36-3} 7-38| 4-81] 5-04 
eR 5 47-1 | 40-7| 63-0] 54:7) 5-24] 3-68] 4-31 
Total Productive ....... 53-1 | 51:7 | 62:9 | 62-0) 6-62| 5-23) 5-20 
Shipping (7)........... 13-4} 14-0] 23-1! 22-6! 4-22] 4-21) 4-34 
Stores and Catering (18)| 34-6 | 32-9} 48-3| 48-2| 5-97] 4-10] 4-05 
Brew. and Dists. (20)...| 88-4 | 84-6 1314-1 | 114-1] 6-76 | 5-14! 5-14 
Total Miscellaneous (40).| 57-3) 55°6| 71:°2| 69-8 | 6-441 4-87 | 4-95 
industriais—all classes | 40°5 | 48-1 | 61-7!) 60-7) 647) 5-01 5-00 


investment by a limited number of private individuals, but 
this state of affairs ought to be remedied by further 
restrictions on the volume and value of goods obtainable. 


National Secrecy Certificates 


Lord Kindersley’s novel suggestion that the Briton’s 
innate reserve is at the root of current hoarding 
of bank notes and also of a general preference for Savings 
Certificates, among other forms of small savings, may well 
be true. The sting of income tax to the new taxpayer often 
appears to lie as much as in the fact that full disclosure 
must be made of his financial position as in the brute neces- 
sity of handing over earnings to the Government. Invest- 
ment in National Savings Certificates, which carry interest 
at 3.35 per cent tax free, avoids the necessity of revealing all 
resources, and it is very possible that this fact does as much 
as the high rate of interest to recommend them to the small 
man. Thus, it is also possible that when the maximum 
holding is attained, the reticent saver, unable to find a 
further tax-free state security, turns to hoarding. Lord 
Kindersley suggested that the theory might be tested, and 
the solution found, in the grant of permission to hold 
further savings certificates beyond the existing maximum ; 
the additional certificates would carry a lower rate of interest 
—Ssay 1} per cent—but they would retain their special tax- 
tree appeal. This ingenious proposal once again raises the 
question, in an acute form, of what the aim of the national 
savings campaign really is. It can never be made sufficiently 
clear that mere totals of national savings in themselves 
indicate literally nothing more than the cost of the interest 
payable on them from public funds. The aim of war finance 
is not to build up the national debt ; it is to sterilise current 
expenditure. If this can be done more cheaply by hoarding 
than by the purchase of certificates or the deposit of sums 
in the Post Office savings bank, the country is the richer by 
the amount that the hoarder is the poorer. It is true that 
funds are more effectively sterilised when they are invested 
than when they are hoarded, since it is slightly less easy to 
place them again in circulation. But on this score, the only 
truly effective sterilisation is through taxation or forced 
savings, which block funds for ever, or for the duration, 
whichever is shorter. What is needed at the moment is not 
so. much a new form of Savings Certificate as a new form 
of bank deposit, interest free but subject to notice of with- 
drawal. 


Montreal Committee in Being 

The special committee of the Stock Exchange, ap- 
pointed in connection with the Montreal debt plan, has now 
brought its labours to a conclusion which, even the most 
exacting standards must grant, is highly satisfactory. Tues- 
day last brought a meeting of a very influential British 
Stockholders Committee, which proceeded to appoint an 


executive body who have already started work on drawing 
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up concrete proposals for submission to the general body of 
stockholders. The actual amount of holdings in this country 
is understood to be some £9,000,000, and, although some 
forty large holders are represented on the main committee, 
the number of small holders is very substantial. The Execy. 
tive Committee includes two members of the Stock Ex. 
change—ex officio and not as stockholders—Mr. G. Tyser, 
acting both for the Public Trustee and Lazard Brothers, 
and, inter alia, representatives of the Ecclesiastical Com. 
missioners and ICI Pension Funds. The banks have sent no 
representative, despite the interest of their trustee depart. 
ments, and, while individual insurance concerns are repre- 
sented on the main committee, the British Assurance Assgo- 
ciation is not, since it sent a representative to the Canadian 
Committee. As there is no reference to the Investment 
Trust Association they have probably no holdings. The 
presence of two members of the Stock Exchange on the 
committee is a natural consequence of the whole movement 
having been originated by that body, and it is clear that— 
however future committees for similar purposes may be 
formed—the inclusion of members of the market will be a 
logical and beneficial arrangement. 


* * * 


Chilean Debt Service 


The news that the funds available for the service of 
the Chilean debt permit the raising of the interest payment 
only from 30s. 9.36d. to 31s. 1.92d. per cent came as a dis- 
appointment to the market, which had been hoping for 
better things. Actually, the yield of nitrate and iodine sales 
fell by approximately a million dollars, and only about 
three-quarters of this fall was made good by higher receipts 
from copper profits. In consequence, the year’s contribution 
is lower, and it is only by using up balances under-distri- 
buted in respect of 1940 that it is possible even to maintain 
the payment. In the case of copper, receipts are based only 
on the profits of 1940, and, as there is known to have been 
a marked improvement in sales last year, holders of Chilean 
bonds have some ground for expecting better results a year 
hence. The market, if disappointed over the small increase 
in interest, is mystified at sinking fund operations. The 
figures published show that there should have been some 
4; million dollars available for redemption, but that only 
some 3 million dollars, nominal value—the stock is quoted 
at around 14 in New York—have been repaid, together with 
modest amounts in Swiss francs and sterling. There is no 
explanation whatever as to what has occurred to a sum of 
about 4 million dollars. Evidently, it is a matter of prime 
importance to bondholders that the sinking funds should 
be used to the full, since to do so would raise prices very 
materially. There seems to be a case for special representa- 
tions to the Chilean Government, preferably in co-opera- 
tion with the U.S.A., which is the largest creditor and the 
best placed to make its needs felt. 


The Ex Dividend Rule 


It is satisfactory to find that the Committee for General 
Purposes of the Stock Exchange has decided not to make 
any alteration in the rule relating to the marking of stocks 
and shares ex dividend. It has, in fact, restricted its action 
to an official announcement that the cancellation of a divi- 
dend, declared or recommended, shall automatically render 
void the ex dividend mark and that any deduction made 
under Rule 132 shall be refunded. The rule quoted 
empowers the buyer to deduct the dividend from the price 
paid in appropriate circumstances, and this he will no 
longer be entitled to do, or if he has done it he must make 
a payment of the sum deducted. This is merely an official 
statement of the position as it was understood to be. There 
remains only the question of the position in which the 
company, having declared a dividend, decides to defer pay- 
ment instead of cancelling the declaration, It is to be hoped 
that this case will not arise, for it would mean a great deal 
of work in order to recover a sum which must, in every 
case, be very small compared with the price movements 0! 
shares likely to be affected. 


* * * 


Fewer Failures 


Last year the total number of business failures decline’ 
even more steeply than in 1940 by 1,963 against 1,665 
1,020. This represents the ninth successive annual fall, a 
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demonstrates clearly that in terms of stability, business has 
never looked back since the trough of the depression was 
passed in 1932. The figures are especially remarkable since 
they refer to a year in which a large number of small 
concerns, particularly those in the retail trade, have been 
forced to go out of business in the national interest. In 
by no means every case has the necessity of closing down 
a business been accompanied by compensation. The 
Government has still relied on the “salutary” effect of 
bankruptcy to assist in the elimination of the least fit, and 
this no doubt explains the existence of even 1,000 odd 
failures in a year in which business is assumed to have 
heen working with increasing singleness of mind for the 
war effort alone. The Economist profit figures, analysed 
on page 55, show the same trend as in the previous 
year. A rise in gross profits from £380,861,000 to 
£394,775,000 illustrates a general expansion in turnover, 
while a further reduction in net earnings from £198,230,000 
to £176,239,000 indicates that increasing taxation is 
effectively removing the possibility of war profiteering, at 
least from the investing public. The two sets of results 
reinforce last year’s conclusion, that the conditions under 
which this war is being conducted discourage the creation of 
mushroom concerns, and at the same time protect the 
reasonably efficient from the full effects of disasters due 
primarily to the war. The result is to create a greater 
stability in results of individual concerns, and a much 
smaller diversity between them, than was_ generally 
anticipated. 


Turner and Newall Accounts 


Details of the Turner and Newall profits in the year to 
September 30th last were already fully disclosed in the pre- 
liminary statement discussed in The Economist of Decem- 
ber 20, 1941. The full accounts are chiefly interesting for the 
information which they provide of technical progress and 
adaptation to war conditions. The consolidated statement 
shows a rise in the surplus of liquid assets over current 
liabilities from £4,.275,274 to £4,800,155. The increase is 
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effected mainly by a jump of more than £1,000,000 in cash 
holdings to £2,808,733. The chairman, Sir Samuel Turner, 
states that the increase follows abnormal depletion in the 
previous year which was due to heavy outlay on raw 
materials and investment in National War Bonds. Consoli- 
dated stocks for the group, despite certain shortages of raw 
materials, are up from £3,286,863 to £3,332,968, although 
those of the company are reduced from £2,111,516 to 
£1,970,730. The total of surplus and reserves is increased 
from £3,400,343 to £3,463,683, and that of creditors, in- 
cluding taxation, from £3,797,761 to £5,370,576. The direc- 
tors state that a total of £460,074 was written off buildings 
and equipment of the group as a whole, inclusive of addi- 
tional depreciation. The specially created stock reserve now 
amounts to 25 per cent of stock normally carried, but the 
directors state that the weight of taxation—in the year to 
September 3oth last the entire group was liable for EPT 
at 100 per cent—makes it impossible to increase the reserve 
further. 
* 


Sir Samuel Turner’s survey conveys an encouraging 
picture of the development of technical progress which, 
under stress of war conditions, has evolved the usc of 
Everite pressure pipes as a constructional substitute for 
wood, of a new compound, Nicold, based on peat, as a 
substitute for corkboard, and a new method of milling raw 
asbestos. The use of asbestos cement for roofing is being 
extended. The company’s subsidiaries in the U.S.A. and 
India are working near capacity, and are clearly to be called 
upon to expand output still further in the future. Export 
trade still suffers to some extent through the loss of the 
European market, but American and Empire demand have 
made good much of the: loss. Possession of its own mines 
renders the concern at least partially independent of outside 
supplies of raw materials, though it has, of course, been 
hampered by shipping difficulties in the past year. Some 
improvement is evidently expected, as the Rhodesian mines 
have this month increased their output. The accounts rein- 
force the market opinion that the concern is a sound and 
profitable investment in war and peace alike. The {£1 
ordinary stock, at 7os., yields £3 11s. $d. per cent. 
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Bank and Discount Dividends 


The first. batch of bank and discount dividends show 
no change from the now traditional levels. Moreover, as far 
as can be estimated from preliminary statements, the 
margin of cover provided by equity earnings is higher for 
all the banks, whose earnings are analysed below, except 
those of Barclays. Profits of Martins Bank in 1940 are 








j Earned for | 








; “4 rr Equityt | Dividends 
ear ending December 3ist Profits —_|—_— 
; Amount | Rate Final | Total 
{ | | 
| £ } f o% % % 
Barclays Bank (“B” & “‘C”’ shares): | | 
1940 ... ; porenine nn 1,525,666 (1,328,421 | 18-5 7 14 
eae i xakakeweeeen 1,353,303 (1,031,785 | 16-6 7 14 
Westminster Bank ({4 shares): | | 
1940 .... ...+«~{l,310,629 | 848,970 | 21-0 9 18 
wal... . {1,189,696 | 749,124 21°] 9 18 
| | } 
| { 
Martins Bank (shares } 1 
1940 mEskmené ; 641,427 | 541,427 21-9 74 15 
SE Rca di peewee ‘sscul Seeeee 487,247 | 23-4 | 74 15 
District Bank (“‘A” & ““C” shares):/ ps 
1940 biackcuiateakes | 446,018 | 347,848 | °22-7 94 184 
1941 .. heneekiebed | 417,285 | 321,485 | 24-] St 184 
Alexanders Discount (ord. shares):) | 
ihe casbneadanens | 566,712 | 90,070} 19-6 10 ;} lt’ 
Seee ase : ehakecene ot a = 10 173 
National Discount (“‘ B " shares) :) | 
1940 hhh ean eadies hou sel| Geen 163,045 | 47-7 17 26 
194] ; | oe ‘ 17} «26 
Union Discount (stock) i 
1940 ee --| 311,125 |} 215,513 13-2 6: | 10 
1941 . vee se 6+ | 10 


; Before bank premises allocation 


shown after tax on dividends in order to render them com- 
parable with those announced for 1941 and with results of 
the remaining banks. A similar adjustment has been made 
in the case of Alexanders Discount. There is, of course, a 
general decline in “total” profits due to the increased tax 
burden. There is, however, every reason to suppose that 
true gross profits, before tax and undisclosed reserves, were 
materially higher on the year, in all cases. Money rates have 
shown virtually no change on the year and the net rise in 
costs should have been more than covered by the yield on 
the additional deposits. 


x * * 


Harrods (BA) Profits 


Harrods (Buenos Aires) enjoyed a satisfactory year’s 
trading to August 31st last, total income rising from 
£920,990 to £966,201. Dividends from the main subsidiary, 
South American Stores, declined from £152,799 to £135,394, 
mainly on account of higher taxation, at £168,000, 
against £115,000, »rovided by the latter. The small decline 
in earnings for fixed charges of Harrods BA from £256,460 
to £253,590 is due to a number of moderate rises in charges 
against profits. Thus, exchange losses rose from £98,272 to 
£105,295, tax provision from £90,000 to £100,000 and 
depreciation from £31,975 to £33,929, while Argentine 
income and sales tax required £34,903, against £26,506. 
Consequently, equity earnings are reduced from £8,336 to 
£5,466 and it is necessary to draw £10,000 from exchange 
reserve to meet the transfer of £10,000 to buildings obso- 
Jescence account. The remaining £466 is placed to con- 
tingencies reserve. A similar story is presented by the 
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accounts of South American Stores, which show higher 
trading profits of £605,863 against £573,714 and lower ne 
profits of £139,340 against £157,343. The directors report 
that retail sales of Harrods (BA) actually increased during 
the year, a development of which is reflected in the decline 
in stocks from £670,278 to £658,427 in the balance-sheet, 
as also by the rise in British Government securities from 
£349,396 to £499,119 and in cash holdings from £153.90; 
to £314,492. Total reserves, including exchange reserve and 
tax provision, are up from £649,798 to £663,324, tax reserve 
amounting to £127,500 against £118,000. Current liabilities 
are some £150,000 higher at £583,516. The spread of the 
war to the Pacific will to some extent force the South 
American republics to put themselves on a war footing 
and reduce the opportunity for successful retail trading in 
Argentina and Chile. Consequently, there is little prospect 
that ordinary shareholders will receive a dividend during 
the war, though it is possible that good management may 
prevent a default on fixed charges. The 12s. ordinary shares 
now stand at 6s., which suggests that no substantial pay- 
ment is expected for some years; the fact that the 1s, de- 
ferred shares are quoted at I§s. represents a gamble on a 
striking recovery which would give a very high return on 
the nominal figure of this class of capital. 


* * * 


Fairey Aviation Profits 


The decline in net profits of Fairey Aviation, in the 
year to September 30th last, from £209,880 to £175,173 after 
fees and taxation, may veil a further rise in the gross figure, 
although the earlier amount was after writing down the 
French associate. Shareholders receive 8 against 10 per cent 
tax free, equivalent to 16 against 17.3 per cent less tax. The 
rate of cover is reduced from 20.4 to 17 per cent tax free, 
or from 35.4 to 34 per cent less tax. Since £100,000 is again 
transferred to general reserve, which without this appro- 
priation stands in the balance sheet at £475,000, the carry 
forward is £7,047 lower at £42,296. The balance sheet 
shows a moderate fall in the surplus of liquid assets over 
current liabilities from £854,463 to £807,968. Stock and 
work in progress increased from £1,159,754 to £1,497,375, 
and a decline in cash holdings from £124,643 to £74,036 is 
accompanied by the investment of £105,000 in British 
Government securities. Creditors, including taxation, are 
up from £1,034,578 to £1,578,530. No further sum has been 
charged to reserve against the investment in Fairey Aviation 
SA, which, the directors state, has already been written 
down to a nominal amount. The company’s debt to this 
subsidiary is now calculated at £132,259 against £127,966, 
while advances to subsidiaries are up from £760,154 to 
£901,898, which accounts for the decline in net cash assets 
as well as the addition to reserve. Fairey Aviation is for- 
tunate in being able to finance its steady expansion without 
undue strain on working capital. The ros. ordinary shares, 
at 14s. ex dividend, yield £5 14s. 3d. per cent tax free. 


* * 7 


Rand Working Profits 


Working profits of the Rand gold mines were mostly 
lower in 1941, although the list includes a number of 
spectacular improvements. Out of 37 results, 21 are lower 
on the year—or on the six months ending December 31st for 
companies whose financial year closes on June 30th—while 
16 are higher. The improvements and setbacks are some- 
what unevenly divided among the groups, the best results 
being gained by the Union Corporation group, four out of 
five of whose mines showed better working results on the 
year. Especial interest attaches to earnings of Western Reefs 
at £116,565, against nil for six months’ production. Ton- 
nage milled increased and costs dropped during December, 
so that profits should improve this year. Earnings of East 
Dagga in the Anglo-American group reached a new record 
level at £874,021. Such improvements as have been achieved 
are due to ability to increase crushing capacity to an extent 
which offset rising costs, and in some cases was even fe- 
sponsible for a reduction in costs per ton. Thus, East Champ 
d’Or has been able to raise operating profits from £436,196 
to £465,290, mainly as a result of an increase in ore crushed 
during December of some 1,000 tons. The falls are m 
general due to an all-round rise in costs, but that of Simmer 
and Jack, in the Gold Fields group, from £1,029,581 to 
£725,007 is the result of a break in the hoist in September 
which interrupted the normal functioning of the mine. It is, 
of course, more than doubtful how far taxation will convert 
higher gross into lower net earnings for the past year. 
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THE ECONOMIST 


Industry and Trade 


Demand for Higher Wages 


In The Economist of November 29th, it was pointed 
out that the then pending demand of the engineering unions 
for a further general rise in wage rates would be a test 
case of the application by arbitration tribunals of the policy 
ennunciated by the Government in its White Paper entitled 
“Price Stabilisation and Industrial Policy,” and that the 

ting of an increase would inevitably be followed by 
demands from other industries. The National Arbitration 
Tribunal, in fact, compromised by awarding a flat rate in- 
crease of 5s. a week to all adult male workers in the engineer- 
ing industry. It has since been stated that the National 
Council to the Omnibus Industry has been asked by the 
unions concerned for a 9s. per week increase, on a basis of a 
48-hour week. The claim involves an addition of about 
{1,500,000 to the wages of some 60,000 workers. Claims 
from unions in other industries will no doubt follow, for 
if one arbitration tribunal disregarded the White Paper 
there is mo reason why others should not do likewise, 
and if an increase in wages was justified in one industry it 
can also be justified in others. The position, in fact, is 
unchanged. The unions continue to press for higher wages 
and the tribunals will no doubt continue to find com- 
promises. As has so often been said in The Economist, the 
adoption of a national wages policy, coupled with an ex- 
tension of rationing, is the only means of stemming the 
steady upward trend in wage rates. A bargain is inevitably 
a compromise. 


Rationalising Retail Deliveries ~ 


Schemes for the rationalisation of retail deliveries are 
about to be decided upon under the joint direction of the 
Ministries of War Transport and Food and the Board of 
Trade. Local traders will be called upon to prepare schemes 
which will be initiated by the Regional Transport Com- 
missioners. Suggested methods of rationalisation include 
the pooling of vehicles in a common delivery fleet 
serving the shops in each locality, restriction of re- 
tailers’ delivery areas and restriction of retailers’ delivery 
days. All this is to be coupled with a widespread campaign 
around the slogan “ Carry your shopping home.” The pur- 
pose of the scheme is to bring about a reduction in the 
use of motor fuel, vehicles and man power—wholly admir- 
able aims. Any course of action which can achieve a saving 
in the use of resources is to be applauded. But the direc- 
tions issued by the Government for the working out of this 
scheme have been left unduly vague. The great weakness 
in the plans as put forward by the three Ministries is 
that no standards have been laid down of economies which 
should result from rationalisation. In these circumstances, 
the shopkeepers are more likely to rationalise within the 
scope of their present petrol ration—which is their most 
limiting factor—rather than cut down consumption to an 
absolute essential minimum. The difficulty which attends 
further reduction in the petrol ration is the rationing of 
vehicles rather than firms, which tends to keep a firm’s 
transport equipment too high in relation to mileage. Any 
pooling scheme would overcome wastage in this direction. 
But definite figures of the proposed reduction in petrol 
consumption, man-hours, and the number of vehicles on 
the road would provide a clear basis for, and a definite 
incentive to, rationalisation. The special problems of milk 
and bread deliveries are being investigated by the Ministry 

Food. Here there is good scope for Government action 
© prevent waste caused by the duplication of rounds by 
several firms, though economies would be mainly in man 
and horse power rather than petrol. The slogan “ Carry your 

Opping home ” throws into relief the other aspect of the 
problem. There is a tendency for the Ministry of Food 
‘© concentrate its publicity on the “ housewife,” who has 
ttle else to do than her shopping and keeping her home 
i order, But increasing numbers of housewives are be- 
coming factory and office workers. Their shopping time is 

ited by their working hours. If they are to carry their 

Opping home, shops must remain open until the custo- 
Met's day’s work is done. 





British Machinery for Russia 


As a result of the loss of many industrial centres, the 
Government of Russia has redoubled its efforts to expand 
productive capacity east of Moscow and beyond the Urals. 
It is understood that Great Britain has been asked by 
Russia to assist in the process by supplying special mach- 
inery and that Soviet representatives have been sent to 
this country to arrange for deliveries. British industrialists 
already have considerable experience ig supplying Russian 
requirements of machinery, for during the world economic 
depression they were able to secure substantial orders which 
then assisted the engineering industry in this country. If 
the British industry can spare part of its capacity without 
impeding domestic munition production, there is every 
justification for meeting Russia’s needs in tools and power 
plant equipment as far as possible. Indeed, provided Russia 
has the raw materials, it may often be advantageous to 
supply it with tools rather than with finished munitions. 
Meanwhile, many of the ships taking supplies to Russia 
are bringing timber back to this country. Those shipments 
are taking place in spite of the fact that negotiations con- 
cerning the terms of delivery have not yet been concluded. 


* * * 


Dock Labour 


While the Mersey and Clyde ports are under the 
control of the Ministry of War Transport, the application 
of the Essential Work (Dock Labour) Order in more than 
30 other ports has been entrusted to the National Dock 
Labour Corporation, Ltd. The Corporation is a private 
company, and its board of directors has been nominated 
by the National Joint Council for Dock Labour to repre- 
sent both the trade unions and the employers. The adminis- 
tration of the Order at individual ports will be in the 
hands of local boards, appointed by the Corporation—there 
is some variation in the schemes so far worked out for 
individual ports, but they all provide for regular, but not 
equal weekly wages—subject to the acceptance, by workers, 
of any suitable employment. In Bristol and Sharpness, the 
new arrangements were applied last week. The schemes 
for the ports of Hull, Poole and for Falmouth have been 
approved by the Ministry of Labour, and schemes for the 
South Wales ports and for Boston and King’s Lynn have 
already been submitted. There has been some delay in 
London and certain other ports ; altogether some ten ports 
have not yet submitted plans to the Corporation. It is 
to be hoped that the formulation and application of schemes, 
adapted to the local conditions of the various ports, will 
not be unduly delayed. 


* * x 


Steel Rebates 


A correspondent reports that the price rebates which 
have been conceded, under certain conditions, on common 
iron and steel products for some years past, are now de- 
ducted direct from the invoice price, instead of being 
allowed in the succeeding quarter. This will involve a cash 
saving to consumers, amounting to about 3d. to 4d. per 
ton on the range of products subject to a 15s. per ton 
rebate. The operation of the rebate scheme is not a con- 
cern of the Iron and Steel Control, as that body lays down 
maximum prices from which concessions can be made by 
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iron and steel makers. The rebate system and other com- 
mercial arrangements remain under the supervision of the 
British Iron and Steel Federation and its affiliated associa- 
tions. The Federation apparently has reserved the right to 
re-introduce the delayed payment of rebates after the war, 
but if any measure of control continues it is hard to see 
how this will be necessary or even possible. Now that 
trade enactments can be given the full force of law, through 
the Control, commercial “ sanctions” are no longer needed. 


Cadmium 


Cadmium has been added to the list of metals con- 
trolled by the Ministry of Supply’s Non-Ferrous Metals 
Control. On January 1st all sales and acquisitions (except 
those by consumers whose requirements do not exceed 10 lb 
per month) became subject to licence. The maximum price 
of 5s. 4d. per lb, delivered consumers’ premises, which has 
been fixed, appears comparatively low, in view of the normal 
pre-war price of between 4s. and §s. per lb cif ; it was as 
high as 7s. 3d. per Ib in periods of intense industrial 
activity. Although no official reason for introducing control 
measures has been given, it is obvious that it is due to the 
adverse influence of the Pacific war on the tin position. 
Normally cadmium is widely used for electroplating and 
for the production of numerous alloys, especially cadmium- 
copper alloys and alloys with low melting points. The addi- 
tion of cadmium to copper increases the strength of the 
copper up to 50 per cent without materially reducing its 
electrical conductivity. Consequently, cadmium-copper 
alloys are used for such purposes as tram and trolley ‘bus 
wires, telephone flex, high voltage transmission cables and 
welding electrodes. Some minor uses of cadmium are in 
the production of pigments and alloys for jewellery making. 
Cadmium has proved the best available substitute for tin, 
especially in certain solders and bearing metals. Hardly any 
cadmium is produced directly, it is rather recovered as a by- 
product of the production of zinc and lithopone. The fact 
that control in this country has just been introduced after 
28 months of war indicates that supplies are not short. The 
Allies, in fact, control roughly two-thirds of the world out- 
put, which was 9,000,000 Ib in 1938, the last year for 
which comprehensive world pfoduction data are available 
In 1941 production was estimated at roughly 13,000,000 Ib. 
The United States supplies nearly half the world output, 
followed by Mexico and Canada, who together cover 15 
per cent of world supplies. Other important producers 
within the Allied sphere of influence are Australia, Britain 
and South West Africa. Germany, Norway, Belgium, 
France and Poland have been producers of some import- 
ance, but Belgium and Norway obtained their cadmium 
almost entirely from imported zinc ore. 


* * ce 


Co-operative Turnover 


The sales of the Co-operative Wholesale Society for 
the nine months ended October 11, 1941, were 
£103,652,744, a decrease of 2 per cent compared with the 
corresponding period of 1940. Supplies from Society’s 
own productive works rose by 1} per cent to £33,777,557. 
The directors report that coupon rationing for clothes has 
improved distribution, and they are pressing the Ministry 
of Food for the registration and rationing of foodstuffs in 
short supply. Groceries and provisions accounted for 
£74,479,388 of the sales. Goods to the value of £3,531,522 
were supplied to the Ministry of Food. There were 
decreases of 19 per cent in drapery, 23 per cent in men’s 
wear and 32 per cent in furnishing and hardware. Sales of 
boots and shoes advanced by 4 per cent. Supplies of milk 
to the distributive societies rose to £7,596,373, an increase 
of 63 per cent. The output of the Society’s own butter, 
margarine and soap works showed a striking similarity in 
the percentage comparisons. The value of the 560,673 cwts 
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of margarine was £1,471,254, representing an increase of 
4% per cent, both in quantity and value. Similarly, the 
decrease in the production of butter was 39 per cent in the 
weight and value, the respective figures being 134,315 cwrs 
and £1,012,702. From the soap works the supplies wer 
41,233 tons, a decrease of 2§ per cent, valued 4 
£1,961,014. Thus the stabilisation of the prices of butte 
and margarine by the Ministry of Food has evidently been 
followed by the CWS in connection with its soap trade, 


* * * 


Trade Unions and Membership 


Figures of trade union membership in Great Britain 
and Northern Ireland are given in the December Minisiny 
of Labour Gazette. Salaried and professional workers 
organisations are included in the figures where their objects 
include negotiating conditions of employment. Member 
of trade unions serving with the Forces are included, A; 
the end of 1940, total membership was 6,542,000, an increase 
of 312,000 over the previous year. Male membership rose 
by 3.9 per cent from the end of 1939 to 5,460,000. Female 
membership increased more sharply, a rise of 11.3 per cen: 
bringing the total to 1,082,000. The engineering and metal 
industries and local authority services accounted mainly for 
the addition to the male members, while among women 
the marked increases in the distributive trades, transpor 


NUMBER AND MEMBERSHIP OF TRADE UNIONS 
Membership (in thousands) Percentage 
inc. (+) a 
se dec. (—) ix 
Ye Prac Memboershir 
: Mak be les Total of Previous 
Year 
192 1,133 4,05€ 802 4,858 + 1+] 
193 1,121 4/049 793 4.842 0-3 
193] 1,108 3.859 765 4624 45 
3 1,081 3,698 74¢ 4,444 34 
1933 1/081 8 661 731 4392 14 
1934 1,063 3,854 736 4,590 + 4 
193 1.049 4,106 761 4,867 + 60 
1936 1,035 4.495 800 5,295 + 8 
1937 1,031 4,947 895 5,842 +103 
1938 1,023 5,127 925 6.052 + 34 
1939 1,006 5,258 972 6,230 + 24 
1940 988 5,461 1,082 6 542 + 54 
, acai 
services, Government service and clothing industries 


augmented their numbers. The total number of unions, 
which has been declining steadily since 1929, fell again 
during 1940, from 1,006 at the end of 1939 tc 988. During 
1940, 22 unions with a total membership of 4,700 were 
dissolved ; seven unions with an aggregate membership 0 
4,800 were amalgamated with others during the year. The 
number of new unions formed during 1940 was II, with 
an aggregate membership of 800. The accompanying table 
shows the changes in the number of trade unions and trade 
union membership at the end of each year from 1929 : 
1940. In 1920 trade union membership reached its seen 
total of 8,348,000. At the end of 1013 membership was 
4,135,000. 


Earnings of Agricultural Workers 


The October issue of The Farm Economist, published 
by the Agricultural Economics Research Institute, 
amines the actual earnings of agricultural workers -<; 
the year ended September 30, 1940. Unfortunately, t 
sample on which the statistics are based is small, re 
of the earnings of some 146 men, over 21 years ° age, 
employed on 32 farms. If the farms and the gra  S 
workers are fairly representative of agriculture as a Wi® ; 
the accompanying table can be taken as a rough gul 
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ANALYSIS OF EARNINGS. 





| | Average Cash | Proportion of | ence 
' nee forthe | Workers | Average | between 
|} No. — “ “ aVEnS Total | average 

Type of Y woe Reetd Earnings total 
Worker |Workers 1. et Cast free | Other per | Earnings 

j Contract | ; aire ( ~d | per- Year and 
1 } Rate aria tage |quisites Contract 

{ 7 Rate 

— i 

No. L s. ad f s. d.| o % i £ s. dl — d. 
Forema 4 1138 211138 0 1) 75 | 75 (14618 011815 1 
Cowmen...-...| 27 |126 19 9130 1410) 52 | 93 {137 61110 7 2 
Other stockmen.| 20 120 4 0123 19 7) 20 35 |127 2 6618 6 
Horsekeepers . 32 ja? 2 4120 2 ll 4 25 |124 6107 4 6 
Tractor Drivers 19 108 4 7121 3 9 21 5 |123 8 515 310 
Daymen 44 {105 16 10107 1 5 ll 2 {107 19 1) 42 3 
Average 146 114 10 2119 6 1; 3O 31 12213 98 3 7 








to the range of earnings, and it gives some indication of 
the difference between minimum rates and actual income. 


(Year ended September, 1940) _ 
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The weekly minimum rate rose during the period, by several 


Differ- 


stages. In the counties in which the 32 farms are situated 
the rate rose from 34s. 7d. per week to 38s. on May 26, 
1940. It rose again on July 1, 1940, to accord with the 
national minimum wage, which was then fixed at 48s. The 
minimum wage is, of course, specified for a 48-hour week ; 
cowmen, horsemen and stockmen normally work longer 
hours, and their contract rate is correspondingly higher. The 
table shows that the daymen, who number about one-third 
of the sample, receive the smallest sum above their minimum 
wage—{4 2s. 3d. per annum, while foremen, owing to 
greater perquisites and presumably through overtime, make 
£18 15s. 1d. more than their contract rate. The average 
is £8 38. 7d. above an average contract rate of £114 Ios. 2d. 
These statistics suggest that the differences between actual 
earnings and wage rates are not as wide in agriculture as 
in industry generally ; but the comparative smallness of 
the numbers considered must be borne in mind. 
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STOCK EXCHANGES 


London 


Note: All dealings ave for cash 


DesPITE further Russian successes and 
the latest political developments, events 
in the Far East continued to restrict the 
volume of business. The tone through- 
out the market, however, was distinctly 
firm. Quiet conditions ruled in the gilt 
edged market, and little more than rou- 
tine business occasioned numerous small 
improvements in the early part of the 
week. In the foreign bond market, 
Brazilian bonds were in demand, persistent 
advances reflecting shortage of stock. 
Chilean issues recovered the previous 
day’s losses on Tuesday, when Chinese 
bonds also improved sharply. After 
marked activity in the home rail market 
before the week-end, small losses for some 
junior issues were registered in the early 
part of the week. Senior issues, however, 
continued to attract demand. Among 
foreign rail issues, Argentine senior stocks 
advanced strongly on steady buying. In 
midweek the scheduling of the cotton 
industry caused a general advance in 
“cheap” textiles. 


In the industrial market, brewery 
shares enjoyed moderate support, while 
aircraft and motor issues moved within 
narrow limits, Fairey Aviation easing on 
the lower dividend. Several small im- 
provements were realised in the heavy in- 
dustrial group, while textile issues were 
in demand. Shipping shares were firm, 
and tobacco issues, after some earlier 

ness, were steady on Tuesday. In 
the miscellaneous group, Brazilian Trac- 
tor and International Nickel advanced 
sttongly in the early part of the week, and, 
01 Tuesday, United Molasses gained ;';. In 
the kaffir market, Cape buying  occa- 
sioned numerous small advances for both 
dividend paying and developing mines at 
the beginning of the week, and later the © 
et was encouraged by working profit 
tesults. Tin issues continued their down- 
ward trend, despite a few slight improve- 
ments on Tuesday, In the rubber mar- 
€t, Persistent sales continue to depress 
Prices. The oil market was distinctly 

m, and in the absence of selling pressure 
Prices generally continued to advance 


oe American issues being well 








‘** FINANCIAL NEWS” INDICES 





npeees — Security Indices 
1942 Bargai. Day 
in S.E 1941 30 Ord. | 20 Fixed 
List shares* Int.4 
jan. 2 : 3,328 2,223 798 132 ‘2 
> 5,859 1,745 79-9 132-2 
5,459 2,346 79-9 132 4 
$ 305 1,320 80 -4 132 -€ 
* July 1, 1935-100. ¢ 1928=100. 30 Ordinary 
shares, 1941 highest, 83-2 (Dec. 2); lowest, 66-8 
(April 24 20 Fixed Int., 1941; highest, 132°6 
(Jan. 7 Ww 126-1 (Jan 
New York 
JAPANESE successes and the lack of any 


incentive led to quiet conditions on Wall 
Street, prices generally moving within 
narrow _ limits. President Roosevelt’s 
speech on Tuesday provided a temporary 
stimulus, but profit-taking sales resulted 
in numerous small losses at the close. 
Later, the budget announcement left prices 
barely steady, 


New York Prices 
fotal share dealings: Jan. 2, 580,000; 
Jan. 3,* 520,000; Jan. 5, 720,000; Jan. 6 
800,000 


* Two-hour session 


STANDARD STATISTICS INDICES 
(1935-36 = 100) 
WEEKLY AVERAGES 


1941 


Dex Dec. Dec 

Low | High 17, 24, 31 
Dec Oct. | 1941 1941 | 1941 

24 1 

347 Industrials 71-6 | 83-9 | 73-1 | 71°6 73-0 
32 Rails 58 -6(6)'71-7(a) 58-9 | 58-7 | 61-3 
40 Utilities 61-0 | 80-1 | 64-8 | 61-0 | 65-2 
419 Stock 69-3 | 82-6 | 71-0 | 69-3 | 71-1 
Av. yield* 8 -29% 6 -41% 8 -05% 8 -29% |7 -88° 

* 50 Common Stocks (a) Nov. 5 (6) Dec. 10 


DatLy AVERAGE OF 50 CoMMON STOCKS 


Dex 25 | De 6 Dec. 37 | Dec. 28 Dec. 30 | Dec. 31 


co 


“sl 


Closed 85-1 85-3 84°5 88-1 


( 


1941 Hig 195-8, January 10. Low: 84-4, Dec, 23 


Capital Issues 


Week ending Nominal Con- New 
” January_10, 1942 Capital versions Money 

lo the Public — 1,805,000 
Particulars of Government issues appear on page 54 
“ Including Excluding 
Yeart Conversions Conversions 
1942 : 13,450,387 11,650,387 
| Ee eee 15,408,353 15,408,358 


Destination (Conversions Excluded) 
Brit. Emp. Fore 


Year? U.K. ex. U.K. Count 
£ £ £ 
1942.. 11,650,387 Nil Nil 
1941.. : 15,389,349 19,004 Nu 
Nature of Borrowing (Conv. Excld.) 
Yeart Deb. Pref. Ord. 
£ £ £ 
1942. 11,650,387 Nil Nil 
1941... 15,389,349 8,541 10,463 
+ Includes Government Issues to Dec. 30th, 1941, only. 
Above figures include all new capital in which 
permission to deal has been granted 


Shorter Comments 


Chase National Bank ($000s).—Total 
resources December 31st $3,811,803 
($3,824,403) deposits $3,534,967 
($3,543,338), Govt. secs. $1,364,847 
($1,098,108). Net earnings $14,518 
($13,550), equal to $1.96 ($1.83) per 
share. 


Bankers’ Trust 
Total assets Dec. 
($1,405), deposits 
cash $454 m. ($613). 

Central Hanover Bank and_ Trust 
$o000s).—Deposits Dec. 31st, $1,326,577 
($1,294,308), cash $465,996 ($732,639), 
Govt. secs. $628,731 ($390,224), undivided 
profit $17,530 ($16,154). 

Manufacturers’ Trust Co. ($000s).— 
Total resources Dec. 31st $1,080,506 
($1,050,459). Deposits $984,005 ($953,709). 
cash $365,610 ($388,848). Capital surplus 
and undivided profits $84,125 ($82,735). 

Dominion Bank (Canada) ($000s).— 
Statement Oct. 31st shows cash $33,889 
$28,955), Govt. securities $42,648 
($38,489), deposits $146,416 ($133,682). 


Co. (New York).— 
31st $1,492 millions 
$1,375 m. ($1,416), 


Canadian Pacific Railway ($000s).— 
Gross earnings Jan.-Dec. $221,446 
($170,965). Agg. net Jan.-Nov. $40,867. 
($30,833). 


Canadian National Railway ($000s).— 
Gross earnings in November $27,293 
($22,389), met earnings $5,720 ($5,524). 
Agg. gross earnings Jan.-Nov. $276,365 
$224,790), agg. net $60,348 ($38,734). 























54 


FLOATING DEBT 


(£ millions) 














































































| Ways and 
bar - Means | Trea- | 
ee Advances sury | Total 
Date | os Bank | De-_| Float- 
Ten- Public! of |Posits| ing 
| Tap De E by Debt 
der pts. area Banks | 
1940 | 
“— 31 | 2151-8 86-0 | 50°5 | 338-0| 2626-3 
4i | i | 
Sept. 30 | 2577-2 «=| 246-5] 0-7 | 600-0 | 3424-4 
Oct. 4 | 970-0 Not available 
» 11) 970-0 * - 
» 18} 970-0 ” 
_» 25 | 975-0) 1558 -9) 241-8 | | 662° 5 | 
Nov. 1 | 975-0) | Not available 
» 8 | 975-0) ow 
» = 975 -0) | ” ” 
» 22 | 975-0 - © 
» 29 | 975-0, 1575-0) 128-9] 26-2| 723-0 | 3428-1 
Dec. 6 | 975-0) | Not available 
» 13 | 975-0 j ” ” | 
» 20 | 975-0 | ” * | 
es | 2547-0 | 186-3| 66-0| 811-5 | 3610°8 
TREASURY BILLS 
(£ millions) 
Amount Average _ 
Date of Rate allotted 
, f Allot- 
Tender Deiat - at 
Offered *PPNC@ Anotted| ment Min. 
for ° ; 
Rate 
1941 | | s. d. 
Jan. 3 | 65-0| 133-3] 65-0|20 2-03| 38 
Oct. 10 | 75-0] 161-5] 75-0/ 20 0-37/ 32 
_- ae 75-0 | 155-6 75-0 20 0-54) 35 
, 24 75-0 | 148-1 | 75-0 | 20 0-59 | - 38 
» 31 | 75-0] 159-6 | 75-0] 20 0-33) 28 
Nov 7 75-0 | 168-3 | 75-°0| 1911-90; 25 
» 14 | 75-0 | 163-5] 75-0] 20 0:20! 27 
» 75-0 | 158-2 | 75-0] 20 0-35! 33 
» 28 75-0 | 174-6 | 75-0} 20 1-93 23 
Dec. 5 75-0 | 172-1 | 75-0 20 1-97 2 
» 2 75-0 | 155-7 | 75-0 | 20 2-06 19 
» 19 75-0 | 133-2 | 45-0 | 20 2-14 40 
» 26 | 75-0] 146-7| 75-0) 20 2-30; 31 
1942 
Jan. 2 | 75-0! 157-8! 75-0120 1-85 30 
On January 2nd applications at £99 15s. per cent 
for bills to be paid for on Wednesday, Thursd 
Friday and Saturday of following week were accepted 
as to about 30 per cent of the amount applied for 
applications at higher prices in full. Applications at 
£99 15s. 1d. for bills to be paid for on Monday i at 
£99 15s. for bills to be paid for on Tuesday, were 
accepted in full. £75 millions of Treasury bills are being 
offered on January 9th. For the week ending January 
10th the banks will be asked for Treasury deposits t 
maximum amount of £15 millions 
NATIONAL SAVINGS 


CERTIFICATES AND 3% 


BONDS SUBSCRIPTIONS ; 


Week 
ende 
Nov. 25 
Dec. 3.. 
» 9 
» &.. 
» @ 
ip? Geese 
am, Cosco 


Totals to date 
* 110 weeks. 
§ Including series 


Interest free 


Jar 6th 


Up to Dec. 


the amount 


ihe Bank of England’s official buying price 
mained at 168s. 


amounted 


(£ thousands) 








AND 24% 


; : 24% 
Io ey ae 
N.S.C. Defence | Savings = nd 
Bonds | Bonds 1949s} 
7,807 | 3,336) 11, 438§| 14,185 
4,872 | 3,075 | 10,871§| 12,388 
4,805 | 4,250 | 10,905§| 13,191 
4,245 3,662 | 9,281§] 14,184 
3,041 1,935 6,745§| 4,328 
2,740 1,678 | 40268) 3,417 
ath as + | 4,613§) 3,274 
.| 425,787* 379,633* 447,686+§ 178,915t 
+ 53 weeks. t 13 weeks 
‘A” £164,372,417 to date 


the 
total value 
3lst, principal of Savings Cer 
of £53,072,000 has 


loans received by 


to a ol 


been repaid 


GOLD AND SILVER 


Od. per 


Treasury 


ior 


up to 
£43,315,376 
tifcates 


gold 


fine ounce throughout the week 


K 


In the London silver market prices per standard ounce 


pave 


December 3] ... 


January 


been as follows : 


Date Cz 


1 


Iwo Mor 


23! 


Closed 


3 
23} 
3} 


+ 


| 


i 
| 
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BANK OF 


ENGLAND 


RETURNS 


JANUAR 


ISSUE DEPARTMENT 


£ 
Notes Issued: 
In Circln - 749,829,202 
In Bankg. De- 
partment... 30,412,373 | 
780,241,575 
BANKING 
Props.’ Capital 14,553,000 
Rest i 3,307,342 
Public De ps ms 4 619,312 


Other Deps 
Bankers 
Other Accts 


155,744,663 
54, 845,574 | 


210, 590,237 | 


238,069,891 | 


* Including Exchequer, 
sioners of National Debt an 





Y 7, 1942 
£ 

| Govt. Debt 11,015,100 
Other Govt. 
Securities 767,285,125 
Other Secs. 1,685,367 
— Coin .. 14,408 
;}Amt. of Fid. 
Issue . 780,000,000 
|Gold Coin & 

Bullion at 

168s. per oz. 

fine 241, 575 
| 

180,241 5 


DEPARTMENT 


176,862,838 


| Govt. Sex 
Other Secs. 
| Discounts & 
| Advances 6,407,302 
| Securities 24,095,811 


30,503,113 


| Notes 30,412,373 
Gold & Silver 
| Coin 291,56 
238, 069,891 
Savings Banks, Commis- 


d Dividend Accounts 


COMPARATIVE ANALYSIS 


(£ mil 


Issue Dept. : 
Notes in circulation 
Notes in banking 
ment 
Government 
securities* 
Other securities 
Silver Coin 
Gold valued 
fine oz. 
Deposits : 
Public 
Bankers 
Others 
Total 
Banking De pt. 
Governmer 
Discount, et 
Other 
Total ‘ 
Banking depart. res. 


de part 


‘debt 


and 


as f 


per 


Sec » 


“ Proportion ” 


. Government debt 


£14,553,000. Fiduciary iss 
to £780 millions on 


December 


OVERSEAS BANK 
RETURNS 


U.S. FEDERAL RESERVE BANKS 


Milli 


12 U.S.F.R Banks 
RESOURCES 
Gold certifs. on hand and 
due from Treasury 
Total reserves ... 
Total cash reserves 
Total U.S. Govt. secs. 
Total bills and secs. 
Total resources .. 
LIABILITIES 
F.R. notes in cirn. 
Excess mr. bank res 
Mr. bank res. dep. 
Govt. deposits... 
Total deposits .... 
Total liabilities 
Reserve ratio 
BANKS AND TREASURY 
RESOURCES 
Monetary gold stock ..... 
Treasury & bank currency. 
LIABILITIES 
Money in circulation...... 
Treasury cash and dep. ... 


. 90 6% 


llions) 
1941 1942 
Jar Dex Dec. | Jan 
8 24 3] 7 
610 751-2 751-7 49-8 
19-8) 29 28 50-4 
626 -4| 777-9: 778-0, 778-3 
3-6 2-1 2-0 1-7 
0-0 0-0 0-0 0-0 
0-2 0:2 0:2 0-2 
168 -00\168 -00 168 -00.168 -00 
15-9) 10-0 11:2 9°€ 
130-3) 138-2 219-9, 155-7 
56-2) 54-6 54-1 54-8 
202 -4) 202-8 285-2) 220°] 
173-0} 165-1 240-6 176-9 
5-5 2-9 6-4 6-4 
21-2} 23:2 27:2) 24:1 
199-7) 191-2 274-2) 207-4 
20-6) 29-4 28-8 +7 
10-1, 14-5 10-1) 13-9 
is £11,015,100: ipital 
ue raised from 473 illions 
3, 1941. 
on $’s 
Dec. | Dec. Dec. Dec.§ 
27, 4 18, 26 
1940 1941 1941 194] 
19,681 20,553 20,516 20,515 


19,921) 20,805 20,754 20,743 


229 236 224 214 
2,184; 2,184 2,240 2,343 
2,196) 2,199 2,255 2,260 
23,145) 24,137 24,571 24,338 
5,965, 7,730 8,014 8,202 
6,440 39 40 31 
13,837) 13,178 12,497 12,447 

481 321 925 908 


16,030; 15,108 14,905 14,777 
23,146) 24,137 24,571 24,338 
91-1% 90 -6% 903° 


21,930) 22,770 22,747 22,750 
3,082; 3,233 3,238 3,244 


8,817) 10,717 11,023 11,224 
2,694) 2,635) 3,118 3,103 
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CENTRAL BANK OF ARGENT, 
Million paper pesos 


Janu: 


—_ SL | “ ~~ Fina 
| . 
ASSETS | 1940 | 1941 | 194) | 9 borril Austr 
Gold at home sess} 2,071) 1,075) 1,075 Bovril / = 
Other gold and for. exch 253 440 445) 4 First —_ . 
Non-int. Govt. bonds... 119 119) jIM9) i Metropo _ 
Treasury bonds ...... 395 394, 394) yw Scottish At : 
AABILITIES | Town Inves 
Notes in circulation . 1,173) 1,260 1,268 ae 
Deposits : Government 131 137 93) “ Bajoe Kidoel 
Banks 460 545, 624) a Broome ; 
Certs. of participation 113 30 0 Kuli _ 
Reserve ratio 74 0% 75 9% 15 -5% 4 a. 


NATIONAL BANK OF ROUMANI 
Million lei 


Malay Plante 
Rini (Java) 

United Temi: 
§ Rubber Co 


Ort 

Se pt. | Aug. | Aug. Alvis Limite 

1, | 23, | 30, | € Bt Bitvood (Jo: 

ASSETS 1940 | 194] 194] 1%) Brom & We 

Gold and gold exchange 31,870 33,673 33,673 AY \dwell's Pa 
Foreign exchange 1,971 13,791 15,510 1m § eee 
Commercial bills 19, 164) 24,657) 24,505 249 Are Shippir 

Treasury bills issued agst 


General Airc: 


losses on credits 4,405 4,061! 4,061! 4,063 (Bu 
Advances on secs 5,840 6,373) 6,343) 63% ee ’ 
State debt . 3,566 3,548 3,548 3 Holroyd (Jol 
Secs. and Participations 2,560, 4,554) 4,554) 45% Leeds and W 


LIABILITIES 
Notes in circulation 
Other sight liabilities 
Long-term liabilities 


Lines Brothe 
McCarthy R« 
Murray (D. é 
Raleigh Cycl 
Round Oak ° 
Rover Comp: 
Scottish Mot 
Smith (S.) & 
Tarran Indu: 


61,497 85,936 87,163 87.5% 
12,256 96,899 26,395 26% 
2,827 2711 2,731) 266 


SOUTH AFRICAN RESERVE BANK 
Million £’s 





“— — — Noy West Hartle 
2), » | 14, | 2 I Woodhead ( 
— 1940 | 194] | 1941 | 9 32 Other Con 
Gold coin and bullion 42°62 52-22 47-77) @Y Totals (£000' 
Bills discounted 0-82 11-61 21-67 OG Week to Dec. 
Invest. and other assets 34°34) 41°39) 36-94) TD Faye Veae | 
LIABILITIES —_—- 
Notes in circulation 23-53) 26-69 25-61 4 
Deposits : Government 3°24, 22-38 23-40, 445 
Bankers’ 40-34) 45°12, 47-19 454 
Others 6-22) 6-91) 5:94 Tl 
Reserve ratio 58 -3° 61. 7%, 46 9%, 47 H 


CENTRAL BANK OF TURKEY 


Million Turkish pounds 
Mine and ( 
Sept. | Sept. ; Sept.§) Sept 
28, 13, 20, | 2 
ASSETS 1940 | 1941 | 1941 | 191 | —— 
Gold 108-5) 115-7) 115-7) W449 FB jnoto Amer: 
Clearing and other exc! 18-6) 46-4 46-6) %2 takes 
Treasury bonds 139-4 137-1 137-1) 137) Daggafon tei: 
Commercial bill 257-4 260-3, 261-4) 2157 | pac Dayea! 
Securities 55-6 53-7) 53-7) 537 | oth. African 
Advances 63-8) 173-8) 173-8) 134 Ff Springs 
LIABILITIES West Spring 
Notes in circulation 368 -4 498-1) 498 1 498.1 fw. Reels De 
Deposits 146-4 148-2) 149°3 104 
Clearing and other exch 28-8 29-5) 28-7) 24 | Contras agin 
PRAGUE NATIONAL BANK “itv Deep 
Cons, M "Re 
Million crowns Lown 
Durban Dee 
| Cast Rand | 
Nov. | Oct, | Oct. Nov seldenbuis 
. t Be 31, | 4, Glvun's Lyd 
ASSET 1940 | 1941 | 1941 | 191 | Modder B. 
Gold 1,430) 1,513, 1,523) 158 | Modder Basi 
Foreign exchange 750} 789, 789, 7 
Other cash 1,521/ 678 379 & a 
Bills and securit 271 840 (840) 
Advances 263 ee oo 
Other as ts 6,573) 10,765 10,893 10.9% OVEF 
LIABILITIES ‘ 
Note circulation 6,258) 7,620 8,092 40 
Cash certificates 881) 2,000 2,034) 208 
Clearing deposits 1,525; 3,279 2,610 ae 
Other liabilities 1,621) 1.142 1,133) 14% Nam 
MONEY MARKET _ fosoi> 
- > ; 3A. Gt. Soi 
PROVINCIAL BANK CLEARINGS BA. Wester 


\anadian P; 
vtutral Arg 


(& thousands) 


Week Aggregate aa Paulo (I 
ended fre i lite 
: ec. Oh 
Jan. 4, | Jan. 3, Dee Dec. 
1941 1942 +540 "| —. 
Jot 
Working days : | | > 510 } 
sirmingham | 2, “164 |} 2,225 | 111,714 abe 0 
Bradford 2,679 2,133 96,585 “ 
Bristol 1557 | 2210 | 95,167 105, 
Hull ..... 931| 904] 37, 
Leeds. . 1,850 | 1,576 | 45,729 a 
Leicester 971 1,096 | 39 003 | 42 
Liverpool 7,045 | 4 254 | 284,984 
Manchester 13,197 | 12,949 | §78,361 ea 1” 
Newcastle 1208 | 1,640 6 | oe 
Nottingham 586 690 | 21,50 i 
Sheffield . | 1,437 | 33159 a 
11 Towns 32,788 | 31,114 |1,407,757 ins 40. 
Dublin® 3.889 | 5,680 | 312,729 | 32h 
Southampton? . 89 | 74 3,014 
* Dec. 28, 1940, and Dec. 27, 1941. rate; 
+ Clearing began May 14, 1940. } To Dec. 13, 1940 onl 
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Company 


——~Financial, Land, &c. 


Borneo Company 


Bovril Australian Estates 


First Garden City 


Metropolitan Ground Rents . 


Scottish Australian Co. . 


Town Investments 


Rubber 


Bajoe Kidoel 
Broome . 

Kulim 

Lenggeng 

Lumut ...- ; 
Valay Planters ... 
Rini (Java). ... 


United Temiang (F'.M.S.) 


§ Rubber Cos not inc luded above 
Other Companies 


Alvis Limited 


Bigwood (Joshua) & Son 


Broom & Wade 
Caldwell's Paper Mill 
Carrongrove Paper . 
Dene Shipping 

General Aircraft . 
Harrods (Buenos Aires) 


Hobson (H. M.) Componen 


Holroyd (John) & Co. 


Leeds and Wakefield Breweries 


Lines Brothers Limited 
McCarthy Rodway . 
Murray (D. & W.) 
Raleigh Cycle Holdings 
Round Oak Steel Work 
Rover Company 

Scottish Motor Traction 
Smith (S.) & Sous 

Tarran Industries 

West Hartlepool Steam 


Woodhead (Jonas) & Sons 
32 Other Companies not i 


Totals (£000's) : 
Week to Dec. 31, 1941 
Whole Year 1941 ..... 


ts 


cluded above 


Mar. 3] 
June 30 
June 30 
July 31 
sept. 50 
Sept. 30 
| June 30 
July 31 
July 31 
Sept 30 
Sept. 30 
Sept. 30 
July 31 
Dec. 31 
A 31 | 
Sept. 30 
Sept. 30 
Sept. 30 
June 30 
June 3( 
july 19 
Nov 
June 30 
Ay 2 
Or 31 
Au 
Mar l 
Aug. 31 
No. of ¢ 
“4 
2091 


END OF YEAR COMPANY RESULTS 


Year 
Ending 
Mar. 31 
Jan. 31 
Sept. 30 
Sept. 30 
June 30 


Sept. 29 


Total 


Profit 


195,521 
38,123 
67,926 
41,522 
53,9 72 


56,530 


31,509 
65,557 
$4,156 


55,903 | 
34,547 | 


42 963 
39,088 
42,573 


112,163 





(a) Half Year on 





THE ECONOMIST 


| Net | Available 
|Deprecia Profit for 
tion, etc. after Deb. | Distribu- : 
. Pref. 
Interest tion Di 
iv. 
‘ / F } / é 
14,913 20 408 57,149 || (a) 8,612 
4,144 | Dr. 637 2.976 . 
‘ 19,968 50,565 7,500 
1319 2,974 : 
32,184 | 43 907 32,000 
25,442 67,48 17,500 
14,978 4,157 
24,444 27,029 
16,025 18,43 1,223 
801 12,826 16,184 
8,117 33,853 
1107 14,658 20,592 
898 13,490 16,166 
2,000 15,309 28 183 
| 4,492 36,665 4,527 i99 
54,253 40,453 70,281 7,500 
927 7,229 9,276 3,483 
12,631 40 720 74,604 6,900 
25,000 24,568 4) ) 8 479 
) 6,344 24,488 11,000 
»7 24,352 2,367 
6,753 22,404 a“ 
48 929 211.966 211.966 211,500 
18,908 30.441 95,582 
16,850 33,552 oe 
56,788 118 226 29,500 
64,056 | 82,593 26,800 
25 895 9,121 
32,608 4,519 13,750 
154,947 157,126 ).000 
41,1 6,429 974 75 
2 934 45,323 100,829 
372.190 9,248 309 
1,547 140,485 185.080 1 37 
50,927 107 7 
27,500 57,553 98,175 28.243 
4 7 17,848 28,035 220 
65,73€ 117,555 |Dr. 29,041 150,502 
654 1,783 | 2,401 73 
> 491 176,239 ) 41,945 





Appropriation 
{ + or — 
Ord. | Rate | To Free _in 

Diy i Reserves | Carry 

Forward 
é oe | £ 

15,015 5 sa | — 3,219 
aaa a sa 637 
12,500 2 oon 32 
1,562 1} : 243 
20,000 4 |Dr20,000 + 184 
5,942 

14,938 6 7 $ 4 
14,734 15 4,321 5,389 
14,769 10 ; t 33 
11,444 | 12 1,000 | + 382 
8,460 8 eos - 343 
16,314 15 | ese | — 1,656 
7,474 15 | 3,000 | + 3,016 
15.000 6 ae? we 309 
34,271 . 2,19 
15,000 5 15,000 2,953 
>, 750 10 ; - 4 
5,7 223 70 
13,000 8 3,089 
ee 4,656 
23,326 10 + 1,026 
ove t 6,75 3 

7 466 

30,000 15 4 44] 
12,500 20 one + 4,350 
22,000 ll 18,000 | 12,712 
37 500 30 | 5,000 5 244 
21,000 134 2,895 
16,534 5 + 2,324 
125,000 20 | 53 
| 3,354 
46,800 15 bal 1,477 
134,130 10+ 200,000 4,750 
37,521 | 374 2,927 
20,002 10 : 10,925 
17,408 164+ 9,410 2,492 
10,007 | 10 ‘ 4,621 
88,365 ~ 660 120,652 
S94 235 + Rf) 
108,020 17,492 | + 8,782 


t Free of Income Tax. 


Preceding Year 


Total 
Profit 


‘ 


132,271 | 


36,382 
68,021 
46,201 
78,834 
81,527 


20,255 
45, 130 
28,478 
25,048 








119,619 
242,723 
804,188 
536.403 
47,771 
76,595 
60,270 


854,478 


5,480 
380,861 


Profit 


77 509 


( 
i I 


3,206 | 


20,510 

1,889 
57 545 
48 138 


13,959 
24,142 


17,646 | 
14,977 | 


13,834 
18,928 

8 301 
13,468 
46 747 


oO~ 
> 
tw & 


Ow ~ hy be 


tw 
MO = Wo to Ww OO 
a 
ao 


ni 00 LH D Ca BO 


190,040 
18,065 
59,184 
17,120 

211,062 


2; 214 


198,230 


rd. 
iv 


10 


Nil 
15 
15 


30 


9 


25 
Nil 
15 
10t 
50 


5 
1741 
10 





Mine and Group Milled 
Anglo-American Corporation 
Brakpan -++-| 140,000 
Daggafontein | 164,000 
Bast Daggatentein.| 90,000 
Sth African Land..| 120,000 
rings. . - | 165,000 
West Springs | 86.000 
W. Reefs Devpt. 62,500 
ventral Mining. —Rand Min 
“itv Deep. . . . 111.000 
ons, M Reef .. 212, OO 
own : 327,000 
Durban Deep......| 201,000 
Cast Rand Prep 227,000 
Geldenhnis Ba 69,500 
alvun's Lyd. one 10,000 
Modder B. .. ..| 90,000 
Modder East 141,000 





Statistics for December, 1941 (on Basis of £8 8s. Od. per fine ounce) 


Value 
or 


itput 
Output 


f 
235,897 
389,080 
199 851 
277,940 
366,726 
158,529 
129,143 


Fine « 
25 552 
32,413 
79,039 
36,183 
45,230 

8.686 
2,989 
5,735 


23,103 


70,069 


TRANSVAAL GOLD OUTPUT 


Working | 
Costs 
per fu 
oz 
s. d, 
118 3.5 
70 7.9 
101 4.8 
75 5.9 
83 9.0 
105 10.8 
107 9.2 
116 Tt 
136 7 
99 ) 
113 + 
117 + 
137 0 
119 «9 
88 3 
39 7 





Value Working 
Mine and Group | Tons or Profit Costs 
- Milled a ~ | per fine 
Output 
Central Mining.—Rand Mines—cont. 
Fin f s ad 
New Modder . 199,000 26,869 68,179 117 8) 
Nourse ; 82.000, 16,381 31,697 129 4 
Rose Deep 89,000 13,714 28,007 127 4 
Crausvaal G 30,200 5,036 3,042 152 9 
General Mining ‘ f 
Van Ryn 63,000! 60,363 6,519 152 10 
W. Rand Cons 240,000, 377,861) 162,189, 99 4 
Croidficiads ime of 
Veuterspost 112,000 22,338 48,300 12410.8 
Simmer and Jack l¢ 4,000 2 50 40,023 138 9.5 
Robinson Deep 118 000 25,040 70,388 11111.3 
Sub 66.500 41284 224.858 59 2.4 
Voxel bult 75,000 19,319 60,117 106 0.3 
Rietfonteia ? 35 000 5,356 16,273 107 3.2 
Luipaards Vlei 89.000 18,682 41,565 123 8.7 


OVERSEA WEEKLY TRAFFIC RECEIPTS 


B.A. and Pacific 26 


3.4. Gt. Souther a 
B.A. Western 
\anadian Pacific 
vtutral Argentine 
saa Paulo (Brazil) 


* 10 days’ rec 
Nea 


(Continue 


Exchange Rates.— \'h 


Bank ot 


“change, 


eipts 


ad from page 


il 
7 | $1 
3 a 
31* $7. 
3 tl 


following = rat 


England cemained 
and Pe 8th. (Figures in brackets are 


unchanged 


between Jan. 
par of 


ida enttee $ (4-862) 4 -02}-034; mail transfers 


Canada. 


irs 443 47}. Switzerland, 


45) 16 95% 17 13 


Mail ¢ 


Fixed Rates for Paym 


g O ne 
me) \fices.—Spain. 


0 


§ (4-88}) 4-43-47; 


transfers 16 95} 


Florin (12-17) 


Portugal. 


$ 4-02-04; 


Peseta (25 
» 46-95 (Voluntary rate) 
Haly. 71-25 lire, 


Turkey. 


E-scudos 


math treasers 


by the 


mail trans- 
Frances (25 Y2}) 17 30 40 
Krona (18-159) 16-85 95 
mail 
East and West indies. 


rausters 7 5% 64 


80-100 -29, 
2-044 Panama. 


Argentina. Peso 
17 «15. 
7 58 62 


(119) 


ent at Bank of England for 
Yz4) 40-50 (Othecial 
Piastres (110) 







per rupee) 1748-184. Singapore. 
28 th & Belgian Congo. francs 
National 2}-32d. Bangkok. Baht 
only). 

Special Accounts are in force 








Close Close 


$ (2Nd. ber $ 
1764.3 Chinese 
ls. 103d. (sellers 


for Bra 


ri!, Chile. 


Unizuay, Peru, Bolivia and Paraguay, for which no rate 


of exchange is quoted in London 


Forward Rates.—torward cates for 


pm.-par. Sweden. 3 ore pm.-par. 
lg cents pm -par 


ne month have 
remained unchanged as follows United States. 3 cent 
pin.-par. Canada. 4 cent pm.-par. Switzerland. 3 cents 
Dutch East Indies. 


MONEY RATES, LONDON.—Vhe following rates re- 
mained unchanged between Jan. 2nd and Jan 8th: 
October 26, 1939), 
Discount rates: Bank Bills, 60 days, 14%; 3 months, 


Bank rate, 2% (changed trom 3% 


| , 

| Tons 
| Mine and Group Milled 
| 

* Johnnies” 

F,. Champ D’Or. 35.000 
Govt. Areas... ..| 250 000 
Langlaagte........| 117,000 
N. State Areas.,... 121 000 
Randtontein ......| 390,000 
Van Rvn | 106,000 
Witwatersrand 86,000 

| 

Union Group i 

FE. Geduld 163,000 
Geduld ‘ 118,000 
Grootvlei .. 2 136,000 
Marievale . — 50,000 
Modder Deep..... 49,500 
Van Dyk .. a 99,800 


Close Close 


Value 
or 
Output 


106,794 


Fine ¢ 
46,863 
28,049 
37,064 
13,195 
6,264 
25,614 


NEW YORK PRICES 


| Working 


Profit | 


£ 


39 581 
150,070 
10,280 
120 086 
130,198 
15,207 


18,210 


258,842 
120,051 
152,230 
35,968 
10,179 
80,673, 


Costs 
per fine 
oz. 

8. a. 
78 #0 
107 ll 
156 10 
87 7 
im. ¢ 
147 3 
141 7 
57 6 
82 6 
85 ll 
i § 
137 ‘7 
105 3 





Close Close 





Dec. Jan 3. Commercial Dec. Jan. | Dec. Jan 

Gross Receipt Aggregate Gross | 1. Railroads. 30 7 and Industrial. 30 7 30 7 
for Week Receipts | Atlantic Coast. 203 sh Am Smelting... 40} 41 | Int. Paper 144 15 
| Can. Pacific 3} 44 | Am. Viscose... 26} 26$ | Liggett Myers.. 69 723 
Gt. Nthn. Pf. . 21} 3 Anaconda os SS Nat. Distillers 21s 21% 
1941 or 1941 + or | N.Y. Cent 8 I} Beth. Steel .... 654 633% | Nat.Steel..... 483% 50§ 
Pennsylvania . 18% 21} Briggs - 15} 163% | Phelps Dodge.. 29% 29% 
Southern 163 17} Celanese of A. 20$ 20 Proct.Gamble. 51} 514 
428.000 6 000 34,063,000 3.699( Chrysler : 46 474 Sears Roebuck. 514 55§ 
736,000 555,000 | 60,589,000 7.591.000 | 2. Utilities, etc. Distillers Seag. 178 17 Shell Union... 143 12% 
758.000 95,000 22,283,000 3.885.000 Amer. Tel 1364 130} Eastman Kdk.. 1364 140 Std. Oil N.J. 42 39} 
108.000 2,028,000 221,446,000 50,481 000 Amer. W'wks. . 2% 3 Gen. Elec ' 26 272 | 20th Cen. Fox 6% 7k 
60 TF) 183,200 47,391 53 9,709,600 Pac. Light 27} 29% Gen. Motors 31} 33% United Drug 49 4k 
9 937 19 1.903.759 |-+4 5.686 People’s Gas 444 45) Inland Steel 68} 71 U.S. Steel a 
Sth. Cal. Ed. 18% 204 Int. Harvest. . 46} 47} West’ house El. 77% =#79 

$ Receipts in Argentine pesos W. Union Tel 232 244 Int. Nickel .... 26} 26§ | Woolworth 4 27 
54) Market Rates.—Vhe tollowing rates remained un- &%: 4 months, 14-14%: 6 months, 14-14%. 
changed between Jan. 2nd and Jan 8th. Treasurv Bills: 2 months, 1-14%; 3 months, 14%. 

es fixed Egypt. Piastres (974) 972-8. India. Rupee (18d Day-to-day money, $-1}' short | s, 1-1)%. 


Bank deposit rates $%. Discount deposit at call §% ; 


at nctice §%. 


NEW YORK EXCHANGE 





New York Jan. Jan 

on 1 2 
Cables Cents Cents 
London ool 4033 
Montreal ...! O% 86-180 
Zurich? . . 6 23°33 
B. Aires | =O |23-50* 
Brazil......1 | 5-14 


* Official rate 29-78 


an. Jan. 


Cents Cents Cents 
403 403% 4034 


86 «180 86 


180 86 -750 


23°33 23°33 23°33 
23 -50* 23 -55* 23 -55* 22 -60* 
5-14 | 5-141! 5°14 


+ Commercial Bills. 


J 
{ 
Ce 


RATES 


in 


7 


ents 


4032 


of 


23 
5 


500 
33 


“14 





BRITISH WHOLESALE 


Dee. 50, jan. 6, 
1941 1942 
CEREALS 
@RAIN- 
Wheat sa. s. d. 
No. 1 N.Mt. 496 Ib. f.0.b. St.J. 33 103 34 6 
Eng. Gaz. av. per cwt. (e) ..... 14 10 14 1) 
Barley Eng. Gaz., av. per cwt. @ 346441 A § 
Oats (e) ,, 143 14 5 
Maize, La Plata, 480 Ib., 'f.o.b.... 13 10} 1s 9 
OTHER FOODS 
COFFEE (per cwt.) 
Santos, supr. c. & f.. Nom Nom 
Costa Rica medium to good.... a : a : 


SUGAR (per cwt.)— 
REFINED LONDON 
Granulated, 2 cwt. 

consumption . 


bags, domestic 
21 7 21 7 


Phe last com 
table will be 


plete table of prices 
given at regular intervals. 


Dec. Jan. 
30, 6. 
i941 1942 
Cents Cents 
GRAINS (per bushel 
Wheat, Chicago, May 1263 129} 
ae Winnipeg, May 77% 783 
Maize, Chicago, May 84 85§ 
Oats, Chicago, May 555 58 
Rye, Chicago, May i. 13% 78% 
Barley, Winnipeg, May .. 608 62 





COMMODITY AND 


PROPERTY in Bulgaria, Finland, Hungary. 
Roumania and Japan owned by persons and 
companies of British nationality can now 
be included in the register of British pro- 
perty in enemy territory. On January 6th, 


391 addi.ions were made to the “black 
list ” of traders in neutral countries. During 


November the Ministry of Food undertook 
2,400 prosecutions, of which 2,228, or 92.8 
per cent, were successful. The Inter- 
national Rubber Regulation Committee has 
suspended publication of its monthly 
Statistical Bulletin owing to the impossi- 
bility of including in it various key statis- 
tics. While no statement has yet been 
made on the future of the tin market, the 
Ministry of Supply has been selling tin to 
consumers at the provisional price of {275 
per ton, delivered works. 

Tin Statistics —The Statistical Bulletin 
of the Tin Research Institute for Decem- 
ber is the last which will appear. Publi- 
cation has been suspended owing to 
of information available in present circum- 

. stances. No world production figure is 
\given for November. United States de- 
‘liveries were 8,353 tons in November, 
against 8,000 tons in October. The total 
for January to November, 1941, was 
135,642 tons, compared with 106,139 tons 
in the corresponding period of 1940. 
United Kingdom tin consumption was 
2,899 tons in October, against 3,047 tons 
in September ; in the first ten months of 
I94I it was 24,879 toms, against 24,904 
tons in the corresponding period of 1940. 
There are no figures of world stocks of tin 
for November. 


iaCK 


Molybdenum and Tungsten.—The Con- 
trol of Iron and Steel (No. 18) Order, 
which came into force on January §th, 
varies the existing control orders by re- 
moving from their scope molybdenum and 
tungsten metal, except in powdered or 
sintered form. Other forms of these 
meta!s will in future be dealt with by the 


Ministry of Aijrcraft Production. The 
quantity and valu< of tinplate, terneplate, 


etc., which can be purchased without 
licence has not been reduced, but instead 
consumers will be permitted to purchase 13 
double boxes in a month from any source, 
instead of being confined to 39 double 
boxes in a quarter from stock-holding mer- 
chants ouly. 


Wheat Prices.—The monthly prices of 
millable wheat have been amended to 


Printed in Great St. Cade Press 
at Brettenham H« 


"Brit ain tw 


' 


appeared in The Economist of Dec. 
* Price at which Ministry of Sup; 


AMERICAN 


(1940), 
ise. Lancaster Place, Londop, W.C.2.-—S 


THE ECONOMIST 


Dec. 30, jan. € 
1941 194 
TEXTILES 
JUTE (per ton s. é ! 
Daisee 2/3 c.i.f. Dundee 32/0/0 32/0/( 
10/40 Calcutta Hessians, Jan., . «2 Ss. 
100 yds. .. 39 38 9 
74/40 ‘is . ; 29 7 30 
SISAL (per ton)—African J e 4 
Mar.—No.1 ..... 0 0 x0 
x ~ae, " ae ee Car “~~ 
MINERALS 
NON-FERROUS METALS (per ton) 
Tin—Standard*. 275 275/0/0 
13, 1941. In future only those prices which 


WHOLESALE 





Dex Jan. 
30, 6, 
1941 1942 
MISCELLANEOUS (per Ib.) Cent Cents 
Cocoa, N.Y., Accra, Jan 8-5 55 8 +56 
Coffee, N.Y., cash 
Rio, No. 17 alates 92 98 
Santos, No. 4 13% 13% 
€otton N.Y.. Am. mid., spot 18 -59 19-23 
Am. mid. n 16 -90 17 -54 
Cc ottor 1 Oil, N.Y. t 13 63 
t Trading suspended. ¢ Nor 


encourage farmers to accelerate delivery of 
the home crop which remains unthreshed. 
This policy has been adopted in view of 
the need to conserve shipping during the 
next few months and still enz ib! e the neces- 
sary stocks of threshed wheat to be main- 
tained for economic feeding of the mills. 
On the new scale the maximum price of 
15s. Od. per cwt. to grower, ex farm, will 
be paid in February and March instead 
of in April, May and June. Prices are 
prescribed until July. 

Fish Transport Levy.—The liability to 
pay the Ministry of Food a transport levy 
of 6d. per stone on a first- hand sale of 
fish was transferred from the seller to the 
buyer on January 9th. Provision has been 
made for reducing by 6d. per stone the 
imum price applicable on first-hand 

of fish subject to price control, 
except herrings and mackerel. Other 
minor alterations are made in the price: 
of some kinds of fish. 


max 


sales 


Food Contro!l.—Maximum prices for 
home produced and imported oatmeal, 
oat flakes and oat flour remain. un- 
changed under an Order which comes into 
force on January The Order allows 


roth 
12th. 


a retailer to pre-pack ready for retail sale, 
but only the prices specified on-a sale of 
loose products may be charged. Maxi- 


mum prices have been fixed for saccharin. 
From January 12th chocolates and sweets 





WORLD SHIPMENTS OF MAIZE AND 


MAIZE MEAL 
Week From 
dec y 
ies Ended Apr. 1 to 
(000 quarters) Dec. Dec. Dec. Dec, 
20 27, 28, 27 
1941 1941 1940 194] 
i ' 
Argentina : 7 | 20 6,131 | 1,299 
Atlantic America oi 6 45 2,783 | 1,502 
Source : The Corn Trade News 


WORLD SHIPMENTS OF WHEAT 
AND FLOUR 


Week | From 
Ended | Aug. 1 to 
From 

(‘000 quarters) Dec. Dec. Dec. Der 

F ae oP 28, 27 
1941 1941 1940 1941 

' ‘ 
N. America 621 | 465 | 8,163 | 10,645 
Argentina, Uruguay 131 | 94 4,391 | 3,579 
| 
Source : The Corn Trade News. 
Lrp., Portugal St., Kingsway, London, W.C.2. 


aturday, January 10, 1942. Entered as Second (¢ 


PRICES 


ily supplies consumers, delivered works, 


January 10, 1942 





Dec. 


30, 
194) i 
MISCELLANEOUS 
COPRA (per ton)—S.D. Strait 
ot ae Shea vedoeeces 13/10/0 13/10 
HIDES (per Ib.) — d. 84 
| Wet salied ane tralian, 40/51 7 ’ 
| Queensland ~) oo om 4 iy 
Cape. J’burg Ord. . 0 6 9 
Dry Capes, 18/20 Ib. ; 0 & 96 i 
SHELLAC (per ton)—TIN Orange 175/0/0 180/99 
VEGETABLE OILS (per ton net) 
R: ape, EE gd Te ha «Bib 6 knoe 44/5/0 46/54 
Oil Cakes, Linseed, ’ Indian a 7/50 (5 
} Oil Seeds, Linseed : Tiga 
La Plata GROW) cc ccssccves 15/12/6 35 
Calcutta .. oes are 20/15/0 20g 
have changed will be recorded fortnightly, but the compley 


(e) Average for weeks ended Dec, 27th and Jan, 3nd, 


PRICES 


} Dec. 

oS 

1941 1949 

|; MISCELLANEOUS (per lb.) cont. Cents Cents 
| Lard, Chicago, Jan 9-95 W3y 
Sugar, N.Y., Cuban Cent., 96 deg. ' 
| a reer aeees . ay 
| Sugar, N.Y., 96 deg., N . 4, f.o.b. = im; 

| Cuba, Mar : . wigie 2-63 + 

Moody’s Index of st iple com- is 
modities, Dec. 31, 1931 = 100 2179 gs 

* - 





INDUSTRY NEWS 


may not be sold at more than 1s, $d. per 
lb., unless they have been classified in a 
product group. Chocolates will be no 
more than §s. per lb, and sweets not more 

















than 4s. per Ib. The price of about 90 per 
cent of sweet products will be 2s, & 
per lb. or less. 
“THE ECONOMIST " SENSITIVE 
PRICE INDEX 
(1935 = 100) 
Jan Jan J " Jan. Jan 
1 2, » 1.8 
1942 | 1942 1942 1942 | 192 
Crops Mar- [115.4 | 115.7) 115.7) 1151 
Raw materials kets | 171.0 | 171.0 | 171.0| 1110 
Complete Index closed | 140.5 140.7 | 140.7 | 140] 
Mar Aug. | Jan Dec. | Deo, 
a | 38,1 6 5 | 31 
1937*| 1939 | 1941 | 1941 | 194) 
Crops 147.9 92.2 105.4 115.5 | 1154 1154 
Raw materials 207.3 | 122.9 | 167.1 | 170.7! 170 
Complete Index 175.1 106.4 132.7 1404 105 
* Highest level reached during 1932-37 recovery. 
RETAIL FOOD PRICES. 
Ave ene at = 
———| in 
|creaw 
t. 1, | Nov. 2, | Dec.1, | Sm 
1939 | 1941 | 194] | yg 
189 
s. d s. d. s. 4. 
Beef, British ! 
Ribs 2%) 1 3] 1 q 0 
Thin flank 0 7) 0 9] 0 BF 
Beef, chil’d or frozen! | 
Ribs 95 | 1 Op} 1 Of} # 
Thin flank ... 0 42/06;)06;28 
Mutton, British | 
Leg 1 a 34] 1 St] 1 8) 8B 
Breast | 0H! O08 | o8| 
Mutton frozen- | } 
IMD csipercccolt 2 Oe] 2 OTS Tr? 
OE cececowcses i 0 4 0 4 0 4 “ 
BOOOR oc cescse of €Si 2 Gy] 1 8 | ’ 
Fish _ oo | ‘ } eee 
Flour (per 7 Ib.) | 14/1 9%] 1 RB] 4 
Bread (per 41b.)...] 0 8] 0 8 | 0 8 }-¥ 
Mn scnhisesdanes 2 4 26; 2 6 2 
Sugar (gran.) | 0 3 0 4 | 04] 
Milk (per qt.) .....' O 69% 09{|,09 4 
Butter, fresh ......) 1 4} \ ae | 1 
Butter, salt ... ” : 3} 17 | ‘ 
Cheese 10 1 1 | , ; ; 
Margarine special 09 | 1 
Standard }}o 6 {$ 5 | 0 2 | 
24 | 0 
Eggs, fresh (each) . 0 2 40 it 0 21 e 
Potatoes (per 7Ib.).| 0 6$ | 0 84 0 aie 
Index, all oes | 
weighted = y| 
1914—100).....,] 138 | 165 | 185 " 
Source: Ministry of Labour Gaselte. 
"anil 


Published weeklv oy Tus Resneun st Newsparer, L1®, 
lass Mail Matter at the New York, N.Y., Post Office. 
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